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THURSDAY, MAY 23, 1957 


SUBCOMMITTEE ON LEGISLATION, 
Joint CoMMITTEE ON Atomic ENERGY, 
CoNnGrREsS OF THE UNITED STaTEs, 
Washington, D. C. 

The Subcommittee on Legislation met, pursuant to call, at 2 p. m. 
in the committee room, the Capitol, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Present were: Representatives Carl T. Durham (chairman of the 
full committee), Chet Holifield, Melvin Price, John J. Dempsey, and 
Sterling Cole; Senators Clinton P. Anderson and Albert Gore. 

Staff members present: James T. Ramey, executive director, 
George Norris, Jr., committee counsel, Messrs. David R. Toll and 
George E. Brown, Jr. 

Representatives of the Atomic Energy Commission: Hon. Willard 
F. Libby, Commissioner; Kenneth E. Fields, General Manager; A. 
Tammaro, Assistant General Manager for Research and Industrial 
Development; Paul F. Foster, Assistant General Manager for Inter- 
national Activities; William Mitchell, General Counsel; Don S. 
Burrows, Controller; E. J. Bloch, Director, Division of Production; 
Brig. Gen. A. D. Starbird, Director, Division of Military Application; 
W. K. Davis, Director, Division of Reactor Development; Dr. T. H 
Johnson, Director, Division of Research; J. A. Derry, Director, 
Division of Construction and Supply; U. M. Staebler and H. H. 
Gorman, Division of Reactor Development; F. J. McCarthy, Jr., 
Assistant Controller for Budgets; J. M. Bodley, special assistant to 
Commissioner Libby; R. J. Hallinan, Office of Commissioner Murray; 
Bryan LaPlante and R. X. Donovan, congressional liaison. 

Representative HotirreLp. The subcommittee will be in order. 

(The subcommittee first discussed other subjects.) 


SECTION 261 OF ATOMIC ENERGY ACT OF 1954 


Representative Ho.irim_p. Gentlemen, there are two items of 
business to take up in addition to this. There is the language of 261 
which is before us. 1 imagine the staff has put this before us. Gen- 
eral Fields, you had a request to make in regard to the time of consid- 
eration of this and I will give you the chance to make that request. 


1 
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STATEMENT OF WILLARD F. LIBBY, COMMISSIONER, KENNETH 
E. FIELDS, GENERAL MANAGER, AND WILLIAM MITCHELL, 
GENERAL COUNSEL, ACCOMPANIED BY REPRESENTATIVES OF 
THE ATOMIC ENERGY COMMISSION 


Mr. Freitps. It wasn’t so much a request, Mr. Chairman, as it 
was what we discussed with you and Mr. Durham on Monday. We 
have prepared a rather extensive statement of the reactor program 
including in particular the civilian power aspects of this program. | 
suggested, and I would like to reiterate that suggestion, that we de- 
scribe to you the overall reactor program as an initial step—if it meets 
with the wishes of the committee—and then, if you wish, we can go 
very extensively into these cooperative programs in particular. 

Senator ANDERSON. This statement doesn’t have anything to do 
with legislation? 

Representative Hotirreitp. As you know we have only had this in 
our hands for a very short time. 

Mr. Fieups. | understand that; yes, sir. 

Representative Houirrevp. This isn’t a breakdown along the line 
of dollar value of these projects. 

Mr. Fieips. We have indicated some dollar amounts in summary 
fashion. 

Representative Hourrisip. This is in the nature of overall figures, 
but no breakdown as I see it. 

Mr. Fieips. We have it by project and we can summarize in a 
table, if you wish, to back this up. However, I was under the im- 
pression this was the kind of statement you wished at this stage. 

Representative Houirrevp. | think we certainly do want this in- 
formation. It is a matter for the committee to decide whether we 
go into this, or the proposed committee bills. 

Chairman Duruam. Mr. Fields, would the language that we have 
been considering here as proposed committee bills for several days and 
weeks cover the items that you have outlined in your statement of 
your overall reactor development program for 1958? 

Mr. Fretps. Mr. Durham, I will have to ask which language you 
are referring to. 

Chairman Durnam. Would this program, as you outline it in the 
statement, be covered under the language that the committee has sug- 
gested as proposed legislation or under the language you have sug- 
gested? In other words, would it be authorized by law if we adopt 
the language? 

Mr. Fretps. If you adopt the language in either one of those in- 
stances, we will have to develop with you additional items for the 
authorization bill itself. Then it would all be authorized in accord- 
ance with the new language. This particular statement is a descrip- 
tion of the civilian power program, so you will know the elements of 
it, and it is not addressed to any particular method of authorization. 
It is not addressed to this authorization bill. 

I was under the impression you wanted a description of the civilian 
power program so you could then compare the civilian cooperative 
program in particular against the bill itself and determine whether 
they appear in that bill. 

Representative Hotirietp. We want that eventually. 
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Mr. Freips. We will need to have additional authorization for the 
programs included in this statement depending upon whether you 
modify section 261. If you do not modify section 261—if the bill 
that has been submitted to you initially is the bill that would be 
enacted—then the program would be authorized in accordance with 
the present section 261. 

Senator ANDERSON. Section 261 leaves a point of order against all 
those items and members of the Appropriations Committee are going 
to raise it in the House and it will be raised in the Senate. You 
won’t have the items in there. Don’t you want to remedy that 
situation? 

Mr. Fieips. I think we would like to remedy that situation if you 
feel it is necessary to meet those points of order, sir. 

Senator ANDERSON. We don’t feel it is necessary to meet them. 
If the Commission isn’t desirous of getting an appropriation, it isn’t 
necessary to meet them. If you want an appropriation you are going 
to have to meet them. 

Mr. Freips. We want to get an appropriation. 

Senator ANDERSON. You had some language the other day. What 
is the disposition of it? 

Representative Ho.irietp. May I resolve this question? The 
question is whether we wish to go through this statement on the 
overall reactor program now before we consider the language of section 
261 or whether we shall consider section 261. The Chair’s opinion 
is that this should wait and we should later go into each one of these 
reactor programs separately and take this testimony and apply it to 
the reactor item itself. This will not affect the language one way or 
another, as I see it. We have to determine the language. That is 
the important thing first. Then we can go in and decide as to the 
description of these items and the justification and so forth. It seems 
to me we are to the point where we want to talk language modifica- 
tion of section 261. 

Mr. Fretps. Yes. 

Chairman Duruam. I feel that is the only procedure we can follow. 

Senator ANDERSON. That is what we have decided twice. 

Chairman Duruam. There are going to be points of order raised 
on all of this. We have got to put some language in section 261 which 
will cover these items, 

Representative Hoxirietp. Have the staff placed before all the 
members copies of the language? If not, let them do so. 

Mr. Fieips. Mr. Toll, could I have a copy? 

Mr. Ramey. This language i is language the Commission prepared. 

Representative HouirieLp. No, it isn’t altogether. 

Representative Conn. It is not ‘the only language. 

Representative Hoxirietp. Let them have a copy. 

We have the language the Commission prepared and we have some 
additional language. 

Senator Gore. You see, General Fields, when an appropriations bill 
is before the House of Representatives if someone raises a point of 
order that the bill contains an appropriation without legislative 
authorization and the House Parliamentarian sustains the point of 
order, it doesn’t matter what this committee thinks about it. It 
goes out. 

Mr. Fieups. I realize that. 
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Senator Gore. Off the record. 

(Off the record discussion. ) 

Representative Cote. Can someone please explain what attach- 
ment A is? 

Mr. Ramey. Yes sir. 

Representative Cote. Let me know what it is. 

Mr. Ramey. Attachment A is the original committee staff drafc of 
language intended to provide a basis for discussion of an amendment to 
sxction 261. That language was given to the Commission and in- 
formally discussed with the Commission. 


ATTACHMENT A 


PosstnLE AMENDMENT TO SEcTION 261, as Discussep at SUBCOMMITTEE 
MEETING ON May 15, 1957 


Sec. 261. AppropriatTions.—There are hereby authorized to be appropriated 
such sums as may be necessary and appropriate to carry out the provisions and 
purposes of this Act except such as may be necessary for acquisition or condemna- 
tion of any real property or any facility or for plant or facility acquisition, construc- 
tion, or expansion, or for the development or construction of experimental or dem- 
onstration power reactor facilities, including research and development in connection 
therewith; And provided further, That any funds, services, waivers of charges, and 
any other financial assistance, or benefits, made available to private organizations in 
the civilian atomic power program shall be authorized pursuant to authorization 
legislation in a manner similar to and consistent with the other authorization re- 
quirements of this section. 


As the result of that the Commission submitted what might be 
called a counter-proposal which is attachment_B. 


ATTACHMENT B 
(Prepared by AEC Staff) 
A BILL To amend the Atomic Energy Act of 1954, as amended 


Be it enacted by the Senate and House of Representatives of the’United States of 
America in Congress assembled, That section 261 of the Atomic Energy Act of 
1954, as amended, is amended to read as follows: 

“Sec. 261. APPROPRIATIONS.— 

“a. There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate to carry out the provisions and purposes of this Act, 
except 

““(1) Such as may be necessary for acquisition or condemnation of any 
real property or any facility or for plant or facility acquisition, construction 
or expansion; 

**(2) Such as may be necessary for any civilian power reactor program 
which involves any funds, services, research and development, waivers of 
charges, and any other financial assistance made available by the Commission 
without reimbursement under particular cooperative arrangements with any 
person in such program, or which involves any acquisition or condemnation 
of any real property or any facility, or for plant or facility, acquisition, con- 
struction or expansion undertaken by the Commission as a part of such 
cooperative arrangements. 

“b. The acts appropriating such sums may appropriate specified portions 
thereof to be accounted for upon the certification of the Commission only. Funds 
appropriated to the Commission shall, if obligated by contract during the fiscal 
year for which appropriated, remain available for expenditure for four years 
following the expiration of the fiscal year for which appropriated.” 
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ADDITIONAL PROPOSED CHANGES TO BILL FOR THE AUTHORIZATION OF APPRO- 
PRIATIONS TO THE ATomic ENERGY Commission (H. R. 5889—S. 1572), May 
16, 1957 


1. Page 1, line 4: Change of amount of appropriations to be authorized from 
$216,450,000 (previously amended from the $202,450,000 stated in H. R. 5889— 
3. 1572) to $237,650,000 as a result of items 2 and 3 below. 

2. Page 3, line 15: Reduce estimated cost for project 58-e-1, power reactor 
development acceleration project from $20 million to $8,500,000 by the removal 
of projects for Argonne boiling reactor ($8,500,000) and housing for liquid metal 
fuel reactor experiment ($3 million). 

3. Page 4, after line 9: Add the following projects: 

“11. Project 58-e-11, sodium reactor experiment modifications, $4,700,000. 

“12. Project 58—e—12, liquid metal fuel reactor experiment, $19,500,000. 

“13. Project 58-e-13, Argonne boiling reactor, $8,500,000.” 

4. Page 8: Insert a new section as follows to provide authorization for coopera- 
tive arrangements with industry: 

“Sec. 111. There is hereby authorized to be appropriated to the Atomic 
Snergy Commission, in accordance with the provisions of section 261 a. (2) of the 
Atomic Energy Act of 1954, as amended, the sum of $126 million to provide for 
a program, not to exceed $149 million, of cooperative arrangements with industry 
in the civilian power reactor program.” 


As a result of that discussion, the staff drafted attachment C, which 
is designed to cover another aspect of the arrangement, namely, 
how particular cooperative arrangements are brought before the 


committee. 
ATTACHMENT C 


Add the following language to section 261 a, as drafted by the AEC staff (see 
attachment B), as a new subsection (3): ; 

‘““(3) The basis for any such particular cooperative agreement (including 
the name of the proposed contractor, the value of assistance to be provided, 
and the significant terms and conditions of the contract to be negotiated) 
hereafter under consideration by the Commission shall be submitted to the 
Joint Committee and a period of forty-five days shall elapse while Congress 
is in session (in computing such forty-five days, there shall be excluded the 
days in which either House is not in session because of adjournment for more 
than three days) before the Commission shall enter into an agreement for such 
cooperative arrangement: Provided, however, That the Joint Committee 
after having received the proposal, may by resolution of a majority of its 
members in writing, waive the conditions of or all or any portion of such 
forty-five day period.” 

Mr. Fie.ps. Mr. Chairman, I wonder if I could describe the steps 
taken in the development of these documents. There had been 
discussion as to whether additional authorization should or should 
not be required in the case of our civilian reactor program. 

As Mr. Ramey indicated, the staff of the Joint Committee drew 
up this attachment A and asked us for comment. We met with 
several members of this subcommittee on, I believe, two different 
occasions. This, which is labelled here as “B” and as prepared by 
the Atomic Energy Commission, is what I prepared as an interpre- 
tation of what the members of your subcommittee were saying 
might be an approach to an additional type of authorization. I don’t 
believe I can characterize it as a recommendation from the Com- 
mission at this point. It is really my interpretation of what I think 
the committee members said might be a way to approach this. 

I believe Dr. Libby is ready or can comment on this insofar as the 
Commission is concerned, but I wanted to make sure you understood 
that I am not in a position to say the Commission recommends this 
bill to the committee and it didn’t come about in that fashion. 


93397T—57——-2 
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Chairman Duruam. I understood the Commission was going to 
consider it last weekend. Is that correct? 

Mr. Fretps. There have been discussions of this with the Com- 
mission. 

Chairman Durnam. The Commission has discussed it? 

Mr. Frexps. Yes, sir. 

Senator ANDERSON. What was the result of the discussion? 

Commissioner Lippy. I have a statement here to read, Mr. Chair- 
man. 

Representative Houtrietp. Does it refer to this language which is 
‘“‘A bill to amend the Atomic Energy Act of 1954, as amended * * *’’? 

Commissioner Linpy. No; it does not refer to it specifically. 

Representative Horirretp. It does not refer to any specific language. 
It refers to the principle. 

Commissioner Lipsy. In a general way. 

Representative Houtrreip. Proceed. 

Commissioner Lispy. At the present stage of the atomic power 
development, we are concerned by any amendment to the act which 
may have the tendency of slowing down arrangements for getting 
reactors built. We are also concerned with a statutory requirement 
that portions of our civilian power program be separated and segre- 
gated from the program as a whole. We have presented to you a 
civilian reactor program which is designed to hasten the day of 
economic reactor power. 

You will have noted that we are in a period of widespread experi- 
mentation in order to find answers to many unsolved problems of a 
fundamental nature. These problems are not confined to reactor 
design and construction. Fuel fabrication, fuel separation, and 
safety involve problems of similar complexity. It is because of the 
size and expansion of such a program that we have solicited and 
welcomed the aid of industry in the construction and operational 
phases of this program. 

We recognize the proper concern of Congress in the progress, scope, 
direction, and cost of this program. For this reason should we need to 
improve our method of keeping your committee fully informed of our 
plans and concepts in such a way that we can get your early guidance, 
we are eager to do so, but we feel strongly that an annual statutory 
authorization of the program is a cumbersome way of doing this and 
not so effective as a means of keeping the Congress fully and currently 
informed as‘our existing practice which has worked so successfully for 
10 years. 

When the Congress passed the Atomic Energy Act of 1954 we believe 
it wisely in section 31 and other sections of the act provided the 
Commission with a broad charter without which research might be 
stifled and stultified. We believe our actions have been fully in 
accord with the authority granted in the act. We have recently sent 
you a brief by our General Counsel in support of this view. 

Since we believe that continued progress is dependent upon ex- 
ploiting every promising development which grows out of our labora- 
tories and is further dependent upon encouraging utilization of indus- 
trial know-how, we do not believe it would be appropriate to enact an 
amendment to the act which would restrict this activity by requiring 
statutory authorization of program details. Should, however, the 
committee believe that further congressional control of the program is 
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nevertheless desirable, we would hope that such control would be 
aimed as nearly as possible at that specific phase of the program which 
is of concern to the Congress rather than to our entire research and 
development effort for which flexibility is essential by its very nature 
Should, for example, the Congress wish to further control a co- 
operative program with industry, all aspects of this part of the civilian 

ower development program might be brought under section 261. 

ut we would hope in doing so that the committee would not be 
unmindful of the need for flexibility even in those arrangements in 
order to take advantage of rapid technological developments while 
holding the Government expenditures to the minimum necessary 
to the achievement of program objectives. 

Chairman Duruam. Dr. Libby, if I heard your statement correctly, 
you people don’t object to finding yourselves in the position of going 
vefore the Appropriations Committee and fighting it out on that 
basis—not that we object to it. We haven’t raised this question at 
all. This committee didn’t raise it. We are speaking only for this 
committee. We don’t have the authority of appropriations. That is 
the situation we find ourselves in. 

Commissioner Linpy. I think I would describe our attitude in the 
following way. We are very worried about the effect of such a change 
in the law on the efficiency of our operation in the civilian power field. 
You gentlemen know, I think, what a phenomenon the AEC has been 
in the speed with which it has developed new technological matters. 
There has never been, in the history of the world, a development with 
the speed of the atomic or hydrogen bomb developments. In examin- 
ing this, it seems to me that a very good part of this efficiency was 
due to the freedom which the Commission was provided wisely by the 
Congress in order that it could do these things. 

I think we are duty bound to tell you and to acquaint you, our very 
good friends and protectors, of the possible effect these modifications 
of the act may have in the time we will actually achieve economic 
atomic power. 

Chairman Duruam. I don’t think anybody questions the weapon 
end of the research and development. It is not that. Here is a 
power program which is entirely separate from your weapons program. 

Commissioner Lippy. Yes. 

Chairman DurHam. Someone raises a point of order against every 
item you have listed here and you have no program—so where are 
you? That is the limb we find ourselves on. I realize the difficulties 
and I don’t agree with tying this thing up completely to where you 
can’t operate. I don’t believe in that. The question we are asking 
you people is, What can you live under and still carry cut your 
program? 

Commissioner Lispy. That is what we are trying to answer, Mr. 
Durham. We are trying to point out how extremely difficult it is in 
research and development, for example, to keep books on it. It is 
nearly impossible to do. 

Senator ANDERSON. Does the statement you just read represent a 
statement on the part of the Commission or is it a personal view? 

Commissioner Lipsy. It is a statement concurred in by Mr. Strauss, 
Mr. Vance, and— Mr. Murray told me he hadn’t read it. 

Representative HotirreLp. When was it presented to him? 

Commissioner Lipsy. It was drafted 
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Mr. Fietps. We discussed it yesterday. It was circulated early 
this morning. He had been attempting to look at it, but I understand 
he was unable to do so in that time. 

Representative Cote. When you say, “‘We discussed,”’ whom do you 
mean? 

Mr. Freips. The Commission, sir. All the Commissioners were 
present—-— 

Commissioner Lippy. Mr. Strauss wasn’t. 

Representative Cote. Can we find out who was present? 

Commissioner Lippy. Mr. Strauss was absent. The rest of us were 
there. 

Representative Coxe. All the remaining members of the Commis- 
sion, except for Mr. Strauss, had this discussion yesterday afternoon, 
the result of which is the statement which you have just given the 
committee? 

Commissioner Lipsy. The statement is a result of that discussion, 
although I would not say Mr. Murray has concurred in it because he 
hasn’t read the exact statement. He concurred in the general prin- 
ciple—that was my impression. 

Senator AnpERsoN. Who drafted the statement? 

Commissioner Lispy. It was drafted by the General Manager and 
his staff. 

Senator Gore. Before or after discussion? 

Mr. Frevps. After the meeting. It was an interpretation of the 
meeting, sir. 

Senator Gore. Who was present at that meeting? 

Mr. Freutps. Mr. Strauss was absent. The other Commissioners 
were present. 

Senator Gorn. On Tuesday? 

Mr. Fiexps. Yes, sir. 

Representative Cots. I think it is a very good statement. I think 
it is¢very sound but you are confronted with a condition—and 
nothing theoretical. I have read the counsel’s analysis of the legisla- 
tive authorization for the appropriation and I think his interpretation 
of the intent of section 261 is correct. However, this question has 
arisen and it seems to me the best course for us to follow is to revise 
section 261 in such a way as to permit or require authorization for 
appropriations related to the reactor de ‘velopment program leaving as 
wide a latitude as possible with the Commission in exercising that 
discretion. 

Commissioner Lipsy. I would certainly hope you would leave us 
as much latitude as possible on the grounds of efficiency of our opera- 
tion because this is a very delicate matter. It can be very serious 
infits effect on our rate of progress. 

Senator AnpERsON. I am not trying to quote you exactly since | just 
noted this down as best as I;could. In your statement I thought you 

said, “‘should the committee believe that further congressional control 

is desirable on this power program,” and then you suggested certain 
things. What control did the committee have on the Lagoona Beach 
reactor? 

Commissioner Lippy. You have seen fit to give us considerable 
freedom and power 

Senator AnpERSON. I am not talking about your freedom. You 
are talking about our control. I want to know what congressional 
control there was on the Lagoona Beach reactor? 
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Commissioner Lippy. I am afraid I will have to ask the General 
Manager to give a detailed answer to that, Senator. 

Mr. Frexps. The authority for that is, as you know, in section 31 
of the act. We had requested appropriations through ‘the budget in 
the past for the acceleration of the power reactor program. “It is 
that, and the language that is in the Atomic Energy Act, that provided 
the basic authority on which the Commission proceeded. 

Senator ANDERSON. There was no congressional control? 

Mr. Fieips. There was no specific congressional authorization of 
that item as a specific item. That is correct. 

Senator ANDERSON. We have no control whatever over the program 
itself. We can pass the money and get it appropriated by the Con- 
gress, but when it comes to making research argeements with any 
organization, if you want to give them $5 million you can give them 
$5 million. If you want to give them $10 million you can do so orjif 
you want to give them $15 million, you can give them $15 million. 
Congress hasn’t got a word to say about it. 

Mr. Frexps. Except through the appropriations process. 

Senator ANDERSON. We give you an appropriation for the accelera- 
tion of the civilian power program. It may be $50 million or $100 
million. You can then go to any organization and give them anything 
you want toina partnership arrangement. 

Mr. Fietps. When the appropriation is passed, we enter into con- 
tracts following the authority that exists in the act; yes, sir. 

Senator ANDERSON. So, what is the meaning of the phrase, “Should 
the committee believe that further congressional control is desirable’? 

Commissioner Linpy. What I said, sir, was that we hope that such 
control would be aimed as nearly as possible at the specific phase of the 
program which is of concern to the Congress rather than to our entire 
research and development effort. 

Senator ANDERSON. You realize the only reason this matter was 
raised by the members of the House Appropriations Committee was 
because they felt there was no congressional control over these pro- 
grams and that there ought to have been. 

Commissioner Linspy. We are trying hardest, Senator Anderson, to 
protect our research and development effort because it is that program 
that is so extremely difficult to budget ahead of time and to keep books 
upon and to seek authorizations upon. In my opinion, it is essentially 
impossible to do it if it is really research and development. 

Senator ANDERSON. It isn’t really research and development as far 
as the Lagoona Beach reactor is concerned, is it? It is a partnership 
deal. 

Commissioner Lisny. I should not speak so knowledgeably of this 
specific reactor project. 

Senator Gore. Why shouldn’t you? 

Commissioner Linpy. The specific details are not at hand, Senater. 
I don’t have them at hand. However, in a general way, this is the 
largest fast breeder reactor and certainly there is some research and 
development in it. Where itis, is hard to pin down. We are certainly 
going to learn things from. that project which will be of real concern 
to anyone else building a fast breeder reactor. 

Senator Gore. Mr. Chairman 

Mr. Commissioner, you have just stated, and in a wore forceful 
way than the chairman of the House Appropriations Committee did, 
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the reason for raising these points. You have just covered under 
the term ‘‘research and development” the largest reactor contract 
into which the Commission has yet entered, I ‘believe, and yet you 
have subsequently said it is research and dev ‘lopment. 

Would you read that back? 

(Reporter read back Commissioner Libby’s statement.) 

Senator Anpprson. It couldn’t be very hard to pin down because 
in the breakdown they have sent over they show for the Power Reactor 
Development Co., ‘Research and development assistance,” 
$4,206,000. You must have agreed to that figure, Dr. Libby. 

Commissioner Lippy. Yes, sir. 

Senator ANDERSON. On page 4 they show for the Power Reactor 
Development Co.—‘Research and development assistance’’—and 
‘‘Waiver of fuel charges,” $7,845,000. It is your contention that the 
Congress should have no word as to whether it is right to waive these 
fuel charges or not. We must give you the money and let you spend 
it blindly without our having a word to say about it. We feel you 
might come back here with a breakdown of this nature and give Con- 
gress some control over $8 million in this particular instance and $5 
million in another. 

That is the question the chairman of the Appropriations Committee 
has raised and that is what Congress is going to insist upon, I believe. 
As I listened to your statement I think you are standing pat. I think 
that you are taking an extreme risk. In your statement you say that 
if we don’t do it this way, we will have to be blamed for delay in the 
reactor program knowing full well that the jump in Consumers Public 
Power District from $25 million to $50 million had something to do 
with the delay; knowing full well that the Shippingport reactor going 
from $37 million to $55 million had something to do with the delay. 
But you want the blame conveniently placed upon the Congress. 

Commissioner Lispy. No, sir, that is—— 

Senator AnpurRson. I think that is a bit unfair. 

Commissioner Lippy. No, sir; you misunderstood me. 

Senator ANDERSON. | listened pretty carefully. 

Commissioner Lispy. You have the power, but we have a respon- 
sibility in any contemplated action you discuss with us to tell you, as 
best we can, the probable consequences insofar as we know them and 
can estimate them. 

Senator ANDERSON. We recognize that. We have some respon- 
sibility, too. There was a bill pending some time back for develop- 
ment of certain types of power reactors. You and I know very well 
what the position of the AEC was on it. Yet the Atomic Energy 
Commission was down to the Bureau of the Budget asking for author- 
ity to build something very similar. It was wrong when a congres- 
sional committee sponsored it, but it was right when the AEC spon- 
sored it. Naturally we feel we have a little right to take a look at 
these things too. 

Commissioner Lispy. We simply hope that whatever you do, you 
will try to give us the flexibility necessary to protect the research and 
development effort. That is our strongest plea. 

Representative Houirietp. Dr. Libby, you spoke of your respon- 
sibility for the program. There is also responsibility on the part of 
members of this committee. 
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Commissioner Lispy. I spoke of the Commission’s responsibility 
to tell the committee the consequences of any action you are thinking 
of and discuss with us. 

Representative Hotirretp. Some time ago your Commission was 
warned that the Atomic Energy Commission had lost its high estate 
in the minds of the Congress; that it had gotten itself embroiled in 
political areas and had made political decisions. You were told at 
that time that the Congress was going to request that your Commis- 
sion act just like any other department of Government. This legisla- 
tion came about, not »s a result of this committee’s action, but it 
came about as a result of a request from the Committee on Appropria- 
tions. You are face to face with the grim fact of just exactly how 
you are going to be treated. You are going to be treated like the 
Agriculture Department and like the rest of the agencies from here 
on out, in my opinion, by the Congress. So you have to either make 
up your mind to work under that condition or not to work under it. 

We have the responsibility now placed on our shoulders by the 
Appropriations Committee of either authorizing these projects or not 
authorizing them. You have shown that you can break down a 
program with these very figures here. I don’t know whether the 
figures are accurate or not, but you furnished these figures and it is 
for every one of these projects. You have broken it down into 
research and development, into construction of the reactor, and into 
waiver of fuel charges. This is the sort of thing the Appropriations 
Committee requires. 

Representative Price. This certainly indicates that it can be done. 

Representative Ho.irreLp. You may need 15 percent latitude to 
change. You may have to do as the Defense Department does, come 
back and say, ‘‘We have decided that project is a failure. We are not 
going to spend that money on that particular project, but we have 
another project which we think is a good project.” 

You may have to come back to this committee as we have prepared 
language for you to come back to us on certain changes and certain 
things. When you do, you are going to be in the same position that 
the Defense Department is when it comes back and wants to change 
from three destroyers to a submarine even though they have already 
got the authorization moneywise. 

Commissioner Linny. Yes, Mr. Holifield, we are not in an un- 
cooperative mood as far as the committee is concerned. 

Representative Honrrretp. 1 want to be very sure about that 
because personally I am not going to take a bill to the floor along this 
line if the Commission is going to buck the bill that goes to the floor. 
I will let the other members do as they wish to do, but I will resign 
from the subcommittee before I will do that. I will let you go before 
the Appropriations Committee and do your fighting with them. 

Commissioner Linsy. Insofar as I speak for the Commission, I will 
have to restrict myself to the statement I read. But as an individual 
Commissioner I have no desire except to cooperate with you to the 
fullest degree. 

However, I must tell you that, of all the Commissioners, I spoke 
most strongly on this point of protecting the freedom in the research 
and development field for the reason that | believe it to be a very vital 
matter that we do maintain maximum flexibility in this area. 

[ would not, Senator, call the whole project at Lagoona Beach 
entirely research and development. It obviously isn’t. There are 
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a lot of bricks, a lot of mortar, and a lot of things of that sort in it. 
It is in a sense a very vital part of the power reactor program. 

Senator Gore. Mr. Chairman. 

Representative Honirietp. Senator Gore. 

Senator Gorn. Congressman Cole made a statement that this com- 
mittee and you, as a Commission, face a fact—not a theory. You 
have read to us a Commission statement representing the view of the 
Commission. I would like to ask you to give it some interpretation. 
We have some difficulty interpreting it. Does the Commission wish 
this committee to enact authorizing legislation making it in order for 
the Congress to make these appropriations or does it not? 

Commissioner Lissy. I will again have to speak as an individual in 
this. 

Senator Gore. I am not asking you to speak as an individual. | 
am asking you to—— 

Senator ANpERsON. Interpret the document. 

Senator Gore. Correct. To interpret this document. Some who 
have responsibility in this field have interpreted it to mean that the 
Commission did rot wish any authorization. I don’t know what it 
means. I am asking you sincerely and in no critical way to give an 
interpretation of it. 

Commissioner Lippy. I will ask the General Manager to correct me 
if he thinks in any way I have stated——— 

Senator Gore. I hope you understand my question is not critical 
or antagonistic. 

Commissioner Lipsy. I think I would say this. We do not want a 
change in the act, but——— 

Senator Gore. You were right. (Comment addressed to Senator 
Anderson.) 

Commissioner Lippy. If this is in your judgment wise and essential 
for the interests of the program, then we make the special plea that— 
as I have said several times—that it be aimed as nearly as possible at 
specific phases of the program which are of concern to the Congress. 

Chairman DurHam. This question wasn’t raised by this committee 
at all. 

Senator ANDERSON. This committee has nothing to do with it. 

Chairman Durnam. We are trying to be helpful. I am sure that is 
the attitude of every member of the committee. I think it has been 
fully explained what we are up against. On the floor of the House you 
are subject to a point of order on your full power reactor development 
program. To avoid that you can come up here with a deiinite pro- 
gram, but you people cannot continue to operate as you have, as I 
see the picture. If you want to fight it out with the chairman of the 
Appropriations Committee, of course youcan. ‘This committee didn’t 
ask for any changes in the act. 

Senator ANDERSON. This statement, Mr. Durham, was prepared 
with full knowledge of the situation. We have explained it over and 
over again. It isn’t this committee which has raised the point of 
order. Now you tell this committee that you don’t want authorizing 
legislation and then say, ‘“‘We hope you will use your judgment.”’ 
We have no judgment to use. If the Commission feels it can get along 
without money for a power reactor development program and you 
have reached that decision, there is nothing we can do about it. 

Senator Gore. Mr. Chairman, it is not a matter which the chairman 
of the Appropriations Committee can himself determine. Any one of 
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435 Members of the Congress can make a point of order, which is 
subject to ruling by the Member presiding, after consultation with the 
Parliamentarian. 

Representative Cote. It is my opinion that the Parliamentarian 
would be justified in not sustaining the point of order. However, 
that is neither here nor there. It is an uncertainty. So to resolve 
any question or dispute, I would suggest that I would like to have the 
Commission make its comments on the proposal contained in appendix 
B and get down to something concrete here. 

Senator Gore. All right. 

Representative Hotirietp. That would be with attachments C and 





Representative Corr. I don’t know anything about attachment C., 
I haven’t got to that yet. Let’s talk about B so far. 

Representative HouirieLp. Will you be back, Senator? 

(Question addressed to Senator Anderson. ) 

Senator ANpERSON. I have a note which says they have the small 
projects bill up on the floor of the Senate. As soon as I have finished, 
I will be back. 

Representative Houirievp. All right, let’s go ahead. 

Commissioner Linpy, Attachment B is your 

Representative CoLn. You disclaimed parenthood. I didn’t indi- 
cate you had any responsibility. I am soliciting your comments with 
respect to what is contained in appendix B. 

Mr. Frieups. Shall I comment, Mr. Cole? 

Representative Cour. If it is agreeable with everyone. 

Mr. Frexps. I think proposed section 261 a (2) is the one section 
you would wish me to direct my comments to since it is the principal 
change. It says, in effect, that there are authorized to be appropriated 
such sums as may be necessary and appropriate to carry out the pro- 
visions and purposes of this act except—and then paragraph (2) is 
added. The effect of that, as I read it, is that cooperative arrange- 
ments for the development of civilian reactors would be required to 
be authorized annually, and reauthorized annually if there were any 
increases in the program, if they involve the use of Government funds 
alongside private money. Is that stating broadly what the exclusion 
does? 

Representative Hotirrevp. Or value in kind. 

Mr. Fretps. Or value in kind, yes, sir, such as the furnishing of 
services. 

Representative Cor. Outside of broad resistence to any limitations 
in the research field regarding reactors, what are your objections to the 
proposed 261 a. (2)? 

Mr. Fiexps. If it remains as it is there, that is, if it is for the civilian 
power cooperative program and if it is on a program basis, my own 
personal opinion is that the only objection is that greater detail may 
be required each year as you go along. 

Representative Cote. Would this require you to prepare specifica- 
tions and date in any greater detail than what you submitted to us 
this afternoon regarding the reactor development program? 

Mr. Fiexps. It would not, provided you would proceed on the basis 
that program authorizations could be broad when they start initially. 
When we start a third round demonstration program, for example, we 
need the authorization in advance. We don’t know any particular 
3 
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reactors or projects that would be offered at that time. Yet we 
would need authority in order to initiate the third round as I interpret 
this. If we could proceed on that basis with that freedom- 

Representative Price. That is the normal basis. 

Mr. Fiexps. I think it is a normal basis. 

Representative Cote. Depending on the circumstances at the time, 
the authorization can be as broad as the circumstances require or as 
specific as they require. 

It seems to me it would be rather a simple matter to give you 
authority for $25 million in a general way to develop the reactor 
program or as circumstances indicated, specify the individual items 
plus a lump-sum authority. I don’t see where that language is going 
to restrict you, but I am not in the headache end of the business. I 
am giving you the chance to point out the difficulties of working under 
that language. 

Representative Price. It would be a requirement for justification 
like the Defense Establishment has to give today and has always 
had to give. 

Representative Hoxirietp. I would like to ask some questions as 
to the meaning in 261 a. (2): 

Such as may be necessary for any civilian power reactor program which involves 

any funds, services, research and development, waivers of charges, and any other 
financial assistance made available by the Commission without reimburse- 
ment— 
I am directing attention to those two words “without reimbursement.”’ 
Then it goes on “under particular cooperative arrangements with any 
person in such program * * *.”’ Let’s stop there. There are several 
things I want to ask. In the first place, what is your understanding 
of the meaning of those words ‘without reimbursement’’? Does 
that mean to you reimbursement in the ordinary sense of the word, 
where I would sell you an automobile worth a thousand dollars and 
you would evaluate it at a thousand dollars and I would let you 
have it when you pay me a thousand dollars? Is that what it means 
or does it mean to you that you could reduce it down to a nominal 
sum of a dollar and still get around those words by saying, “We did 
get reimbursement on a nominal basis.” 

Mr. Fieups. Could I state it this way, Mr. Chairman? I believe 
the purpose is that in those instances where we enter into a cooperative 
program with an industry or a group of industries whereby we agree 
to provide research and development up to a certain amount without 
reimbursement from them, that would require authorization as part 
of the program. 

Representative Hotirie.p. Would you come to us and give us a 
reasonable and fair computation of that amount? 

Mr. Fievps. Yes, to the best of our ability. 

Representative Houir1eLp. To the best of your ability or according 
to regular accounting practices? 

Mr. Fretps. We would provide our best estimate at the time. 

Representative Houirietp. This would not mean to you that you 
would give $7 million worth of research and development and list it 
in your project sheet to us at $2 million. It would mean that you 
would list it at what you think it would actually cost. 

Mr. Freips. That is correct, sir. 

Representative Ho.irieip. Is there any qualification then that 
could be put on the words “without reimbursement” such as, say, 
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“without full reimbursement”? which would eliminate utilization of # 
nominal reimbursement on your part as a loophole to get around a fair 
reimbursement evaluation? 

Mr. Fieips. I would say you could put any qualification on there 
that you wish. 

Representative Coin. Your intent there will be full reimbursement. 
In order to remove any doubt about it, why not put it in? 

Commissioner Lippy. | think there is the point, Mr. Holifield, that 
research and development really cannot be evaluated by standard 
accounting practices. I don’t know how you keep books on such 
matters and when you say “reimbursement for research and develop- 
ment’’—— 

Representative Houirretp. You are not going to make a charge. 
You have made some kind of estimate. 

Commissioner Lisspy. We do it all the time. 

Representative Ho.irieip. On the sheet here—— 

Mr. Frevps. Mr. Chairman, we do it in research and development. 
We project our estimate. In the case of the Detroit reactor—— 

Representative HoLirieLp. You show $4,206,000 for that reactor. 
You have it down to an even thousand-dollar evaluation. 

Mr. Fieups. Not to exceed that, sir, on the basis of audited costs. 
That is the kind of thing we are talking about. 

Representative Houirietp. Then you came back the following year 
and you asked for $7,845,000 as a waiver of fuel charges and I assume 
you applied to the best of your ability actual accounting methods. 

Mr. Freips. That has to be an estimate. After you get the details 
of the reactor you would make an estimate. If this procedure were 
to go through and apply to the third round, we would have to make 
an estimate of that initially for purposes of the authorization so that 
you had an estimate on it. 

Chairman Durgam. Mr. Chairman, in reading the language there 
I don’t think you read far enough. ‘Without reimbursement under 
particular cooperative arrangements” and we don’t define “arrange-- 
ments.” 

Representative HouirreLp. I read that. I was going to ask if that 
meant under all cooperative arrangements which you might make, or 
do you intend to use the licensing section to make a different type of 
arrangement under terms of license rather than.under your present 
method of doing it by contract? That was my next question. 

Mr. Fieups. [ would interpret that this way. I believe, if I under- 
stand your question, we have not waived the use charge for the indus- 
trial reactor projects. If this language went through, I believe we 
would have to have authorization to do that whether it was a license 
or not. Isn’t that right? (Question addressed to Mr. Mitchell.) 

Mr. Mircueuu. Yes. 

Mr. Frexps. Yes. 

Representative HoxirreLp. You understand what I am getting at, 
Mr. Mitchell. Under the licensing section you can grant a license in 
which you, in effect, set up terms and ¢ ‘onditions and waivers of charges 
and all that under a lic ‘ensing arrangement which would be a completely 
different approach than under this contractual arrangement. 

Mr. Mitcueuu. Yes, sir. 

Representative Houirietp. Will this language cover all of your 
cooperative arrangements or are you going to make some under tbis- 
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language and then, when you don’t want to use this language, go over 
and make some under the licensing language? 

Mr. Mircuett. I would construe this, ‘Mr. Chairman, to include 
any arrangement whether by contract, by license, or however. 

Representative Houirrevp. All right. Then would you have any 
objection to adding this language, “under particular cooperative 
arrangements or licenses.”’ 

Mr. Fretps. I don’t think we have any objection. I had probably 
better let the General Counsel answer though. 

Representative Coun. What is the authority for making special 
arrangements to grant a license? I am not aware that there is any 
statutory authority to make peculiar arrangements with a proposed 
licensee for forming the basis of a license. 

Mr. Mircuety. I don’t think there would be, sir. I think what we 
are talking about here is the kind of arrangements that are contem- 
plated under section 31. The same phrase is used there. Section 31 
reads in part: “* * * the Commission is authorized and directed to 
make arrangements (including contracts, agreements, and_ loans) 
* * *” T think what the chairman is suggesting here is that if 
there is an arrangement, then this provision would apply whether 
or not it happens ‘to be in connection with a licensed activity. 

Representative Houirrep. All right. Under section 53 on page 
16 of the act, you have wide latitude to make administrative judg- 
ments in the granting of a license. You can, effect, include in 
this granting of the license every kind of a term and condition that 
you want and the construction permit has been decided upon as being 
a license. So, if you did not want to use this section, could you not 
go to the licensing section and do almost anything you want to do 
without reference to this section. 

Mr. MircHett. No, sir; I think we would either have to rely on 
section 31 or on the provisions for waiver in section 53 (c) with respect 
to use charges for fuel. 

Representative HouirreLp. Under section 53 (c) the Commission 
may make a reasonable charge for the use of special nuclear material, 
license and distributed under section 53a. (1) or Section 53a. (2) 
and shall make a reasonable charge under 53a (3). Of course that 
refers to a commercial license but the other refers to section 104, 
research and development license. 

Mr. Mircuetu. Yes sir. May I suggest—— 

Representative Hoxrrretp. That is permissive. Under that sec- 
tion while you may do it, you don’t have to do it. 

Mr. Mircne tt. I think I understand what you are driving at, sir. 
As I understand it, what you are saying is that if there is an arrange- 
ment involving any sort of financial assistance, then this requirement 
of authorization would apply whether or not the recipient is a licensee, 
contractor, or whomever. 

Representative HoviFretp. All right. Then you would have no 
objection to our putting in “‘under partic ‘ular cooperative arrangements 
or licenses.”’ 

Mr. Mrrcuett. I would like to think about that a little bit. It 
occurs to me that perhaps the way to state it—and I would not want 
to attempt to draft here—would be to say “under arrangements 
whether or not in connection with a license——’ 
Representative Hoxirietp. What was that? 
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Mr. Mrrcuew. To say “under arrangements whether or not in 
connection with a license,’ but not to distinguish arrangement on the 
one hand and license on the other. 

Representative Houirietp. Right at this time you are not ready to 
draft this language. 

Mr. Mrrcue.u. I would like to have a little time. I think that 
might fit more reasonably within the framework of the statute. 

Representative Cote. What is the language you suggested, Mr. 
Mitchell? 

Mr. Mrrcuetyi. Something like this, Mr. Cole—‘‘Whether or 
not Pe 

Representative Ho.rrrerp. Under a cooperative arrangement or 
licenses granted under Section 53 a. (1), and 

Senator Gorn. Mr. Mitchell, when you work out the language will 
it be language that will have the approval and recommendation of 
the Commission or will you be merely performing an accommodation 
for this committee? 

Mr. Mircue tu. I[ have to let the Commission speak to that, Senator 
Gore. I would be glad to assist the committee in drafting language, 
of course. I am not in a position to speak to Commission policy 
aspects of this. 

Representative Ho.irie.p. In other words, if we are going to go to 
the trouble of amending this section, we want it to do exactly what 
we propose it to do. We want it to be so it cannot be challenged on 
the floor and so that there can be no loopholes in it. 

If there are any more questions on this, let’s have them. I would 
like to go to attachment C, 

Mr. Freips. Mr. Holifield, could I ask a further question to be sure 
I understand your point. How broad is this language? This talks 
to the civilian power reactor program. As you know, in our isotopes 
program we charge 20 percent of the cost of isotopes for medical and 
agricultural research. If the language says “civilian power,” I pre- 
sume that the isotopes program would not fall under this section here. 

Representative Houirietp. That is what I would assume. How- 
ever, I think I would want to know particularly that it applied to 
licenses issued or, of course, construction permits, which you have 
said is a license, under section 104. 

Mr. Fretps. My question is—Do you want isotopes to come into 
this or not? 

Representative Houirietp. No, not from research reactors. 

Representative Coin. There is a question in connection with this 
proposed section 261a (2) that I want to raise. Here for the first time 
we are using the expression “civilian power reactor.” 

Representative Houirreip. Yes. 

Representative Coin. “Civilian power reactor’’ which, so far as I 
know, has no definition or reference in the basic law whatever. The 
civilian power reactor in the law is contained under the definition of 
“utilization facility’’, isit not? So, should not this section 261a (2) be 
reworded to read, ‘Such as may be necessary for any utilization facil- 
ity program which involves any funds, services, research and devel- 
opment * * *’? IT would like your comment, Mr. Mitchell. 

Mr. Mircuetn. Would you read that again, Mr. Cole? 

Representative Coun. It is just changing the words “civilian power 
reactor” to “utilization facilities.” 
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FT Representative Houirreip. “Utilization facilities’? covers much 
more than the civilian power reactor program. 

Representative Coz. What is a civilian power reactor? The law 
doesn’t define it. 

Senator ANDERSON. Don’t you have a power reactor development 
program? 

Mr. Frexps. Yes, sir. 

Mr. MircHe.u. Utilization facility would cover a research reactor. 
It would cover a critical experiment. 

Chairman Duruam. We discussed that before. 

Mr. Fre.ps. We have a reactor development program that is 
broader than the civilian power program, but this, admittedly, is our 
interpretation. It is not defined, as I recall. 

Representative Houirietp. Do you have a civilian power reactor 
development program? 

Mr. Frevps. Yes, sir. 

Representative Houirieip. Would the word “development” in this 
tie it down and leave you free on isotopes in university research, 
medical research and so forth? Suppose you put the word “develop- 
ment” after the word reactor. Would you capitalize it possibly? 

Mr. Frexups. I don’t know that you can. 

Representative Houirienp. For the purpose of identifying it. I 
certainly know what you mean. I don’t know what its legal effect 
would be. I see Mr. Mitchell is cogitating there—rubbing out and 
writing. 

Mr. Mircueti. Mr. Chairman, it occurs to me that one way to get 
at this might be, if you decide to adopt this, to include in the report 
which accompanies the bill an explanation of what vou intend to 
accomplish here. 

Representative Hotirrenp. We intend to do that, I assure you. 

Representative Coir. I would like to have it in the law. I am 
just a little skittish of these expressions that are contained in reports 
that are passed around. A few years later you have an expression 
thrown at you which is contrary to the thought that had been in the 
minds of some person who drafted the law. So if there is to be any 
definition or explanation of what a civilian power reactor is, I think 
that definition should be in the law and not resorted to by any expres- 
sion of a report. 

Mr. Mircueuu. I suppose one way to get at this might be to add 
something in the definitions. 

Representative Cote. Is there any objection to doing that? 

Mr. Mircuett. I would think it would be all right. 

Representative Cote. Would it be difficult to define what a civilian 
power reactor is? 

Mr. Sfreoneix: I think we could probably work this out. 

Representative Coir. Let’s do it that way then, with or without the 
approval of the Commission. 

{Laughter.] 

Mr. MircHeu. We are in a position of trying to assist you, sir. 

Representative Cotn. The committee appreciates your cooperative 
attitude. 

Representative Houirreip. Let’s have an answer from Mr. Mite hell 
about what he thinks of putting the words “development program”’ in 
there. 
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Mr. Mircwett. I think that would be entirely acceptable, Mr. 
Chairman. 

Representative Hotirtetp. I think it ought to be left in small letters 
rather than caps, so it would be more comprehensive. 

Representative Cote. That is an improvement. 

Representative Hoxrrieip. Are there any further questions on this 
right at this time? 

Representative Cote. What about section 261b? Is there any 
comment on that? 

Mr. Freups. As I understand it, that is the present law. 

Mr. Mircue tu. That is lifted from the present section 261, Mr. 
Cole. 

Mr. Fre_ps. When you subparagraph it, it seems to stand out. 

Representative Ho.trrevp. That is just to extend the appropriation 
for a period of 4 years. 

Mr. Freups. I believe that is in the present law. 

Mr. Mrrcnetu. That is right, sir. 

Representative Ho.rrrevp. It also provides that the Commission 
certify to the accounting of specified portions of the appropriation. 

Mr. Fretps. Mr. Chairman, before you move on here, I should make 
one statement to make sure you understand what is not in the pro- 
posed section 261a (2). Under section 52, we established guaranteed 
prices for the production of special nuclear materia]. That is not 
indicated in here, and as we construe this section 261a (2) it would not 
normally be included. 

Representative Houirrevp. Is that not now done by law and by the 
publishing of a schedule? 

Mr. Fietps. That is correct. The price schedule is published in 
the Federal Register and applies wherever there is production of 
these materials. 

Representative Cotz. Those prices are standard and uniform. 

Mr. Freups. Standard and uniform. 

Representative Cotzn. They apply to everybody. They cannot be 
varied with respect to any one operator. 

Mr. Fieups. They are without regard to whether there is a contract 
with the Government or not. 

Senator Gore. Is there authorization in the law for appropriation 
of funds for that purpose? 

Mr. Mircueuy. Yes, sir. More than that we are required to do 
this, Senator. Under sections 52 and 56, where plutonium is pro- 
duced we are required to pay a fair price for the production of the 
plutonium on a uniform basis. 

Chairman Duruam. Nobody else can have it. 

Representative Houirie_p. You are aware of the exception that the 
chairman of the House Appropriations Committee made on that when 
he said that the Government owned this material and if they Joaned 
the material to these reactor people and there was not a license in 
existence, I believe, he claimed that there was no authorization for 
the Government buying it back at a guaranteed price. 

Mr. Mircuewu. Yes, sir; I am, but frankly I don’t agree with him 
on it. 

Representative Houiririp. For research and development. 

Mr, Mrrcnueut, I think it makes no difference for what purpose. 

Representative Hotirizetp. You have a research and development 
reactor here with the Power Reactor Development Co. to which this, 
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according to the chairman of the House Appropriations Committee, 
does not apply. You have denied that it is a commercial reactor and 
yet we are buying it back as though it were a commercial reactor. 

Mr. Mrrcue.t. It is not really a buy-back, Mr. Chairman. What 
happens is that title vests in the Government when plutonium is pro- 
duced and under the present act the Government is required to pay 
fair compensation for the production. This is presently in the law. 
We are required to do this on a uniform basis. 

Representative HouirreLp. I wanted this point brought up so the 
rest of the committee can consider it because it is one of the conten- 
tions of the Appropriations Committee. 

Mr. Mircuext. Yes sir, I realize it. 

Representative Hoxirietp. That it is not a commercial reactor in 
being and you have no right to buy back, particularly where you have 
furnished the fuel free. 

Mr. Mrrcue tt. I think the point is, as I say, that title vests in the 
Government and the Government is required 

Representative Houirretp. If you leased it to them and charge 
them for it, as I understand his position, you would be on sound 
ground in buying it back, but where you have given it to them 

Mr. Freips. Mr. Chairman, | believe that when we get to the point 
where we have to purchase it, namely, when the material is produced, 
we have to request appropriations at that time in accordance with the 
authority in the law. I think that is the time when the question 
probably comes up. 

Representative Houirterp. Here is the law. Section 52 reads: 








Any person who lawfully produces any special nuclear material, except pursuant 
to a contract with the Commission under provisions of section 31 or 41, shall be 
paid a fair price determined pursuant to section 56 for producing such material. 

Is this or is it not under sections 31 and 41? 

Mr. Mircuett. I think the question there, sir, is whether the con- 
tract itself calls for production of the special nuclear material or 
whether the special nuclear material is simply produced as an incident 
to operations in which other phases are covered by contract. 

Representative Hoxirretp. There, you see, you are bringing in a 
typical lawyer’s argument and I respect you for it, but let’s get to this 
Power Reactor Development Co. which plans to sell $43 million worth 
of steam and get $48 million back for their plutonium. Is that 
incidental to the operation of the reactor or not? 

Mr. Mircuett. My point is, sir, that our contract with the Power 
Reactor Development Co. does not call for the production of plu- 
tonium. Our contract has to do with the sale of steam and certain 
specified research and development work which we are going to do in 
our own facilities. 

Representative Hoxtirrerp. And most important, part of the cash 
income of that reactor is not a matter of discussion or a matter of 
contractual arrangement. It is strictly in the open market according 
to the published formulas which you publish. Is that it? 

Mr. Mrrcneiui. Yes and which is applicable to all licensees. 

Representative Houirie.p. Under section 31 or 41. Is this com- 
pany operating under section 31 or 41? 

Mr. Mircuetyi. I would say so far as license is concerned and 
production of plutonium is concerned, the company is not operating 
under either section 31 or 41. 
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Senator Gore. Or under your contract? 

Mr. Mircuen. No sir. 

Senator Gore. What is he operating under? 

Mr. Mircue.u. As a licensee, just as Consolidated Edison, Com- 
monwealth and Yankee and others will be doing. 

Senator Gorn. Would it be possible for the Power Reactor Develop- 
ment Co. to produce plutonium except by operation of the contract 
between the company and the AEC? 

Mr. MircHe.u. Yes, physically possible, certainly. If your ques- 
tion is addressed to the question of whether he could finance the 
project without a contract, I don’t know. 

Senator AnpERsoN. Without. 

Chairman Durnam. There is nobody else he can sell it to except 
to you. 

Mr. Mircue.u. He has to have a license to do it. 

Representative Houirietp. Are you giving him the research and 
development under section 31? 

Mr. MircuHe.u. Yes, sir. 

Representative HouirieLp. But you are not buying back the pluto- 
nium under section 31? 

Mr. Mircueru. No, sir. 

Representative Ho.irieLp. What are you buying it back under? 

Mr. Mircuexu. Sections 52 and 56. 

Representative HoiirieLp. Sections 52 and 56. 

Mr. Mircue tu. Yes, sir. 

Senator Anprrson. You admit that is a little complicated. 

Representative Hourrim.p. He is under section 31 when you want 
to give him something, but when the Government has to pay for some- 
thing then he comes under 52 and 56. 

Mr. Mircueiu. May I call your attention, Mr. Chairman, that we 
are not only giving, we are getting under section 31. 

Senator ANDE RSON. You are not getting too much, are you? 

Mr. Mircue.t. What I was referring to as our receiving under 
section 31 was the technical information that is called for. 

Senator ANpDerson. That he is going to get. 

Mr. Mircuett. No, sir; that we are going to get and which we, in 
turn, can disseminate. 

Senator ANDERSON. You are going to get patent rights? 

Mr. MircHe... Yes, sir. 

Senator AnpeRsoN. The Government is going to get patent rights. 

Mr. Mircueti. Let me give you the precise details on that, sir. 

Senator Gors. Mr. Chairman, while he is looking that up, I want 
to observe that under this, to be charitable, strained interpretation, it 
seems to me that the Power Reactor Development Co. has a guaranteed 
profit. 

Senator ANDERSON. He put his prospectus out on that basis to show 
he had a guaranteed profit. 

Senator Gors. Yet it has no relationship to the contract. 

Senator ANpERSON. He gets $43 million—43.66 from steam sales, 
and $48,623,000 from the sale of plutonium—which is more than he 
is going to get from the sale of steam. It is like saying we are out on a 
golf course and the 18 holes are the golf course itself. This is just a 
little incidental water where your golf ball happened to drop. 


93397—57——4 
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Representative Cote. Mr. Chairman, may we have the Commis- 
sion’s comment on somebody’s proposal for appendix C? 

Representative Houirietp. As Mr. Cole suggested, let’s take a 
look at attachment C. 

Mr. Mircueui. Mr. Chairman, may I interrupt? We had left 
unresolved the patent question on the PRDC contract. I can respond 
to that now. The contract provides that where inventions or dis- 
coveries result from work paid for by the Commission, or work per- 
formed at Commission facilities, or work utilizing the services of the 
Commission, or utilizing the services of a Commission contractor— 
in any of those instances the Commission obtains full rights to the 
patent subject only to a nonexclusive royalty free license in the con- 
tractor which, under our regular practice, he would be entitled to in 
any event since we license all our patents on that basis. 

Representative Hourtriretp. That is for Government use and not 
for general distribution among the trade. 

Mr. Mrrcne.u. As a practical matter, sir, you know any patents 
we own we do offer on a nonexclusive royalty free basis to everybody. 

Representative Houirretp. That is true, but are you taking pos- 
session of the patent or does your contract call for Government use 
of it only. 

Mr. Mrrcnetu. It means we take possession of the patent, Mr. 
Chairman. In other areas where none of these factors are involved 
that I have just mentioned, the contract gives the Government a 
nonexclusive royalty free license. In other words where the contrac- 
tor has paid for the invention we still get a royalty free license for the 
use of the Government. 

Representative Hotir1eLp. Your own reactors? 

Mr. Mircue... Yes, sir; or in any application we want to make of 
them. 

Representative Ho.irteLp. But not to other private people? 

Mr. Mrrcnetu. No, sir, this would not be available to others. 

Representative Houttrreip. Shouldn’t section 261 b (3) be a separate 
proviso? Let’s read that. 

Mr. Ramey. This language is intended to take care of review of 
particular cooperative arrangements in the event that such arrange- 
ments are not authorized in the authorization legislation as line items. 
The language reads: 

The basis for any such particular cooperative agreement (including the name 
of the proposed contractor, the value of the assistance to be provided, and the 
significant terms and conditions of the contract to be negotiated) hereafter under 
consideration by the Commission shall be submitted to the Joint Committee and 
a period of forty-five days shall elapse while Congress is in session (in computing 
such forty-five days, there shall be excluded the days in which either House is 
not in session because of adjournment for more than three days) before the 
Commission shall enter into an agreement for such cooperative arrangement: 
Provided, however, That the Joint Committee after having received the proposal, 
may by resolution of a majority of its members in writing, waive the conditions 
of or all or any portion of such forty-five day period. 

The history of this language was that there was some thought of 
authorizing particular contracts as line items in the authorization bill. 
As against that there was the possibility, as with long-term power 
agreements and agreements for cooperation with foreign nations, to 
require the actual contract to be submitted to the Joint Committee 
to lie before it for a period of time. This is more or less compromise 
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language, as discussed with Commission representatives, to submit 
the proposed arrangement, before it is finally negotiated, to the com- 
mittee for review. This would give the committee an opportunity to 
comment before everything is crystallized. 

Representative Ho.ir1eLp. Some of the members were not here 
when we discussed this. General Fields, I think you can probably 
state what your understanding of this would be. It applies to pro- 
posals and, you might say, the basic agreement. When you had 
arrived at a point where you could say to us, ‘‘We estimate this would 
involve $5 million in research and development and tbis would involve 
so much in waiver charges of fuel and we intend to go into a contract 
on that basis,’ which might be as much as 

Mr. Frevps. Six months. 

Representative Ho.irie.p. And before you actually sign the con- 
tract, you would come to us and say, ‘‘This is what we are intending 
to do.”” Then it would lie before the committee. In the meantime 
you would go ahead with your negotiation of the details that are 
involved in it. This would not put you in the position of going 
through 6 months of negotiation and then coming up and giving us tbe 
final specific form of contract with the possibility that there might be 
a resolution of disapproval by the Congress on this. 

The thought here was to give you the opportunity of giving us 
essentially what the proposition would be and letting the time run 
during the time you worked it out so that you would not have spent 6 
months, let’s say, on a proposal and then have it turned down by the 
Congress. We suppose in this, just as we do in the bilateral agree- 
ments which lay before the committee, that if the committee did have 
violent disagreement, they would have the privilege of papenene a 
resolution in both houses and stopping the project. It is on that 
assumption that it is put into the law, not that we may ever exercise 
it. However, that would be the alternative to agreeing with you on 
a project; would it not? 

Mr. Fretps. Yes, I believe this developed after the discussion where 
I indicated that if there was to be an authorization for these coopera- 
tive arrangements, the nature of which has been discussed here, there 
should still be an opportunity for us to come up in advance with a 
broad program when we couldn’t name specifics. Then you suggested 
that, as it became a specific program or contract, we should come back 
and notify the committee again. If you feel this kind of procedure is 
essential and if it permits this general program to be authorized in 
advance, and if this is the only way it could go forward, I would say 
we would work with this. I think we could work with it anyway. 
It is written in a way in which it would be all right because we would, 
in effect, come up to you with the principal details of the basis of 
negotiation. What are the significant features? I think that is 
what you want. You want it in advance of getting into the contract 
details. 

I would only say this, Mr. Chairman, before I go any further. I 
probably sound like I am in favor of this at this point. 

Senator AnpEerson. He wants to be sure to get it in the record that 
he is against it. 

Representative Ho.irie.p. I know, but I think what the committee 
would want, would be to know the type of reactor which you are 
sponsoring. In other words, are you actually sponsoring a reactor 
which would 
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Mr. Frextps. Contemplate the spending of $5 million in research 
and development work for example. There might also be a waiver of 
use charge over the term of the contract. It would be this kind of 
thing that would be in this notification to you, I presume. 

Chairman Durnam. This would leave you more or less in the same 
position you are in now? 

Mr. Fretps. Yes, sir. I was only going to say this, Mr. Durham. 
These things don’t move rapidly enough. You won’t have this detail 
in my estimate for a year ahead. In other w ords, if we had the third 
round authorization, there would be some of that we would need to 
commit. 

Representative Hourrietp. In other words, this would not change 
the situation if you were keeping us fully and currently informed under 
the present law; is that right? 

Mr. Fretps. Do you want me to answer that? [Laughter] 

Chairman Duruam. I think this covers one of the major objections 
with the chairman of the Appropriations Committee. I think this 
was his main point. 

Representative Coir. Frankly I can’t see where it adds a single 
thing to the provisions that are contained in subparagraph a (2). 
When you come to the committee for specific authorization with re- 
spect to any particular cooperative arrangement you come down and 
tell the committee the name of the cooperator, the terms, the assist- 
ance, the service, the prices and all that. What does this subsequent 
thing give you that you don’t give the committee initially? 

Mr. Fretps. Mr. Cole, as I read section 261 a. (2) here we might 
request authority to proceed with the third round of proposals in the 
amount of something like $30 million. There would be nothing in 
our statement of requirements as to how much is planned for this 
company or that company because we would not know that at this 
stage. 

When we did find the company that we wanted to contract with, as 
Ifread this section we would send you the details of that specific 
project before we signed the contract. 

Representative Houirietp. In other words you want a blanket 
appropriation for $30 million and this pins down the specific use of 
the money by subsequent submission of each cooperative arrange- 
ment to our committee. 

Mr. Fieups. Before we used the authorization, we would have to 
inform you for 45 days. 

I do have a question as to what happens if you are out of session. 
If this were to be adopted, what happens when you are out of session? 

Representative Cotx. You couldn’t tread w ater until we got back 
in session. 

Representative Hoxtir1eLp. You would have the same thing happen 
then that we have on long-term power contracts and the Joint Com- 
mittee can waive even though we are not in session. That is the 
reason for that last provision: 

Provided, however, That the Joint Committee after having received the proposal, 
may by resolution of a majority of its members in writing, waive the condi- 
tions * * *, 

That is when the Congress is not in session. The members of the 
committee could be solicited in writing on a thing like this when 
Congress is not in session and they could give you this waiver. 
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Representative Cote. What happens if they don’t? 

Representative Hotirietp. What happens if they don’t? 

Representative Cots. Then you just wait. 

Representative HouirteLp. They just wait, certainly, just the same 
as they do on the power contracts. 

Representative HouirreLp. Notwithstanding your enthusiasm for 
this section, I’d like to ask—— 

Mr. Frieups. Don’t misunderstand me, Mr. Chairman. If the rest 
of this change in section 261 goes through and if this section is required 
to permit the authorization of a program Jike the third round, then I 
say put it in. 

Chairman Durnam. Without identifying the projects? 

Mr. Frexps. Yes sir. 

Representative Houirreip. I wanted to ask Mr. Mitchell whether 
we should not add the words “or licensed” after ‘cooperative 
arrangement.” 

Mr. Mircueuu. Mr. Chairman, I think this will depend upon what 
we do in section 261 a. (2). This refers back to section 261 a. (2). By 
the way I think the word “agreement” in the second line should be 
“arrangement.” It refers back to “such particular cooperative 
arrangement.” 

Representative Houirreip. That is right. 

Mr. MircHeE.u. It is the phrase we have in section 261 (a) (2). I 
think the result will depend, as I say, on how we rephrase section 
261 (a) (2). In this respect, Mr. Chairman, I would like to have an 
opportunity to study this a little bit and to give whatever ideas I 
may have to your staff with respect to precise language. I haven’t 
had a chance to study this. 

Representative Coty. How long do you think you would need to 
give it consideration? 

Mr. Mircue.u, I would hope within a day or two. 

Representative CoLn. Not by tomorrow morning? 

Mr. Mitcue.u. I am afraid not, sir. One thing that does occur to 
me immediately and I don’t quite know what the answer is. That is, 
what is meant by the significant terms and conditions of the con- 
tract? To my mind every provision of the contract is significant 
and this might require us to bring before you a proposed contract, 
yet I am sure that is not what you intend. 

Mr. Ramey. It was explained to us that you wouldn’t want to 
bring the boilerplate 

Mr. Mircue.u. The boilerplate, sir, is required by statute and | 
assume it is significant. 

Mr. Ramey. Not in this instance at least. 

Mr. Mircue.y. The terms and conditions of a contract, to my 
mind, mean the precise language of the contract and I don’t think 
that is what you have in mind. I would like to have a chance to 
study this, if I may. 

Senator ANpERsoN. Would you rather use the word portions or: 
provisions? 

Mr. Mircuety. Features or something of this kind. 

Representative Houirietp. Or general terms and conditions. 

Mr. Mircuett. As I say, sir, | would like to study it a little bit 
rather than try to redraft it here. 

Representative Coin. That is fair enough. 
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Representative Houirteip. I hope we have time to go through this 
suggested understanding which you have put in your report here. 
Let’s have one of the staff read it. There may be some points in there 
which will help us to have a better meeting of minds. 

Would you read that? (Question addressed to Mr. Ramey.) 

Mr. Ramey (reading): 

The committee believes it is neither necessary under section 261 of the act nor 
practical to authorize every small reactor experiment. The Commission is 
experimenting with a number of reactor concepts in various stages of development. 
It would serve no useful purpose for Congress to authorize every mockup, critical 
assembly or other device whose sole purpose is to test theories of physics, chem- 
istry, metallurgy, etc. However, under this bill and subsequent bills any reactor 
experiment which is designed to produce electric power or which is designed to 
produce more than 10,000 thermal kilowatts of heat on a sustained basis will 
require authorization. The following new reactors are covered by the bill: 
Liquid metal fuel reactor, breeder reactor No. 2, Argonne boiling water reactor, 
and modifications to the sodium reactor experiment. 

Mr. Fretps. These are all reactor experiments built entirely by the 
Commission and not on any partnership arrangement. 

Representative Hoxirretp. That is right and they are in this bill 
now. At least two of them are. 

Mr. Fieips. Two of them are in the authorizing bill now. Two 
of them are in the operating budget because that has been the proce- 
dure in the past on experiments. 

Representative Hoxirreip. These are fairly good size. 

Mr. Frieips. Oh yes, sir. 

Representative Houirretp. One is $17.5 million. 

Mr. Fie._ps. The experimental breeder reactor is already in here 
and it is the largest at $29.1 million, but it was in vour authorization 
bill. 

Representative Hoxtrretp. Which of the two are in the operating 
budget? 

Mr. Fieips. The liquid metal fuel reactor and the sodium reactor 
experiment were not in the authorization bill that came to your 
subcommittee but were in the operating budget. 

Representative Hoxirretp. Does this refer to North American at 
Santa Susana? 

Mr. Fieups. Yes, sir. 

Representative Houirieip. This is for modification? 

Mr. Fietps. Yes, sir. 

Representative Hotirietp. What does that run? 

Mr. Frietps. It is $4,700,000. 

Representative Hotirretp. That is an additional amount for modi- 
fications and improvements. 

All right, go ahead. 

Mr. Ramey. The last sentence is— 

Each of these reactors is to be built and operated by the Commission as a part 
of the Commission’s overall developmental program. 

I think that is about all there is on this experimental reactor aspect. 
The rest goes into what we have been discussing on section 261. 

Representative Hotirietp. I wanted that read particulariy for 
this section here. Under this bill and subsequent bills any rector 
experiment which is designed to produce electric power or more than 
10,000 thermal kilowatts of heat on a sustained basis will require 
authorization. This was an attempt, I think, on all of our parts to 
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give you a little more freedom on what are really experimental labora- 
tory models, critical assemblies, mockups and things like that which 
we do not want you to have to come to us and ask us about. 

Mr. Frietps. We consider them such an integral part of the research 
program 

Chairman Durnam. That is the figure you suggested. 

Representative Hoiirietp. That would be about 3,000 electrical 
kilowatts. Could you have done the Army package reactor under 
this? 

Mr. Fretps. No, sir; we couldn’t because it is designed to produce 
electricity. Any reactor designed for that purpose would require 
authorization. 

Mr. Ramey. Any reactor designed to produce power would be 
considered. 

Representative Cote. Shouldn’t that expression be contained in 
this proposed subparagraph B? No; A (2) I mean. We are talking 
about the civilian power-reactor-development program. Shouldn’t 
there be some expression there to indicate that the civilian power 
reactor program which involves the generation of electricity or the 
production of more than 10,000 thermal units 

Mr. Frie.ps. This is directed at those facilities that we would build 
completely at Government expense and operate at Government ex- 
pense, Attachment A, if I may go back to it, is what brought this up. 
Attachment A would call for authorization of the development or con- 
struction—development, particularly, is the important word—of ex- 
perimental or demonstration power-reactor facilities. This is the point 
where we really have difficulty. If we have to get authorization of 
the programs of development that are going on at Argonne, at Oak 
Ridge, and all these places, then we would have difficulty. We thought 
an interpretation which defined when a reactor experiment would re- 
quire prior authorization without including it in any change in this 
act would be the preferable way of getting at this problem. 

Mr. Ramey. Your interpretation of a reactur experiment essentially 
would be that it is in the definition of facilities. 

Mr. Fire._ps. Under section 261 a (2) the entire cooperative program 
requires authorization whether it is an experiment or whatever it is. 

Representative Cots. Subparagraph (2) relates only to cooperative 
situations. 

Mr. Frieups. Yes; only to cooperative situations. 

Representative Coin. What we are now talking about relates solely 
to Commission operations. 

Mr. Freups. Solely Commission activities. 

Representative Coie. And authorizations for solely Commission 
operations are to be obtained in subparagraph (1), are they not? 
Therefore, why don’t we modify—— 

Senator ANDERSON. So that the law will express what it is intended 
to cover. 

Representative HouirieLp. You mean (1) under 261a? 

Representative Con. Yes. 

Mr. Ramey. | believe, Mr. Cole, the committee interpreted this 
language originally as covering experimental reactors—as a part of 
the definition of what a facility was. 

Representative Cote. Now in the report we are saying what a 
facility is not. 
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Representative Hotirietp. For purposes of authorization. 

Representative CoLse. For purposes of authorization hereafter the 
Commission will not have to come in for specific authority to build 
its own plant if it generates electricity or if it was to produce thermal 
units under 10,000. 

Mr. Mircue tu. Not the first, sir. If it produces electricity, we 
would have to come in for authority. 

Senator Gore. In whatever amounts. 

Representative Cote. Why is that expression contained in this 
report if you have to come in for authorization anyway under sub- 
paragraph (1)? 

Mr. Frexps. This is an interpretation of what is required. 

Representative HouirreLp. This is an interpretation of the different 
conferences we have had. We are only reading it today. We are 
not bound by this report or anything like that. This was to see if the 
committee had a meeting of minds with the Commission as to their 
interpretation of our conferences and negotiations so far. 

Representative Cote. I think I understand that, but I don’t 
understand if there is concurrence that subparagraph (1) requires 
specific authorization for the Commission to obtain funds for a reactor- 
generating electricity, then why make reference to an interpretation 
in the report. If it is the intent that Commission reactors involving 
a thermal unit development of under ten thousand. will not have to 
have specific authorization for that appropriation, then paragraph a., 
subparagraph (1) is the place to say so. 

Representative Houirietp. As a matter of fact you are carrying 
out this thought in your Puerto Rico reactor. This is a reactor built 
by the Commission, owned by the Commission and you are coming to 
us for authorization. 

Mr. Fretps. That is right. 

Representative Hourrrevp. I think this type of language would be 
more reassuring. I am thinking now from the standpoint of handling 
it on the Floor. It would certainly be of value even though it is a 
restatement. We have a situation on the floor that we have got to 
meet and it has to be in pretty plain language. It might be duplica- 
tion to us, but it is not to a lot of Members of Congress. 

Representative Coie. Will you include that in your bag of “ponder- 
ations’’? 

Mr. MitcHe.w. Yes, sir. 

Representative Cote. Are we going to read more of this? 

Representative Hourrreip. That is all. 

Mr. Frevtps. Mr. Chairman, may I make a remark? You will 
recall we pulled some of these tables together rather quickly. If this 
change in legislation goes forward, we will have to modify these 
somewhat. 

Representative Hourrretp. You mean in this chart? 

Mr. Freups. Pages 3 and 4 particularly. It definitely needs 
modification. 

Representative Houirietp. Which we understood. This is just 
an illustration of how we would go about it. 

Mr. Freips. That is correct. 

Representative Ho.irietp. I wanted to ask one more thing, Mr. 
Mitchell, on this attachment C. 

Mr. Mircue tu. Yes sir. 
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Representative Hotirretp. To see if we could give you some kind 
of latitude for a transfer of funds from a project which you had started, 
let’s say, and you wish to abandon and you want to use the funds for 
something newer and more promising. Is there any sort of language 
that could be put into this which would form the basis of your coming 
up and saying, ‘‘We had planned and we submitted to you a series of 
experimental programs. This experiment has fallen through. We 
have decided it is not feasibile or we have failed to negotiate it finally, 
but we have already submitted it to you. Now we want to change this 
to another project which we now think is feasible and which we are 
prepared to negotiate. We want to change that particular amount of 
funds.” 

Is it possible for us in this section here—or is that the right place to 
include a transfer of funds from a specific project to a different project? 

Mr. Mircneiu. Yes, sir; I think this would be the place to do it. 
I think we can work this out. As I understand your suggestion, if this 
should occur, it would be necessary for us to come back and resubmit 
whatever new project we substituted. 

Representative Houirretp. Let’s just take this list here. You have 
Consumers Public Power District there. You have $45 million 
set aside for it. Let’s assume that this thing falls through. I don’t 
know what the status of it is now. If it, should fall through, you 
would come to us and say, ““‘We may have spent $2 million on this 
but the thing has collapsed. We have decided not to go ahead with 
it. We would like to transfer this to a new project.” 

Mr. Mrrcue.u. I am sure we can work it out. 

Representative Coie. I would think that any additional language 
wouldn’t be necessary. If you found through experience that Con- 
sumers Power failed to materialize, and you have another power 
company as an independent project, you would come before the com- 
mittee and say, ‘“This is what we propose to do with the unused money 
that we are not going to spend on Consumers.” However, it is all 
right with me. 

Representative Ho.irie_p. There is no use in putting it in if the 
committee doesn’t think it is necessary. I was thinking of the way 
you run defense appropriations. For instance, vou get tonnage on 
ships, as I understand it, and they give the Defense Committee a 
specific chart. Later on they come up and say we want to change 
from two destroyers and build instead a submarine with this tonnage. 

Representative Cote. We don’t write into the first act the authority 
for them to come back and make a supplemental request. 

Representative Hoxirietp. And you don’t feel they are bound by 
the earmarking of that kind of schedule in tonnage? 

Representative Cour. [Nods in negative.] They wouldn’t have to 
spend it if they found it was inadvisable. They come back and say, 
“We have got a new project and we want to use the unexpended 
funds from project No. 1.” 

Mr. Fretps. I have another likely event. In connection with one 
of these demonstration rounds, we have a certain amount of money 
authorized and appropriated. Suppose a No. 1 case comes along and 
we inform you of the details and you indicate no objection to it. 
We proceed with the detailed negotiations and 6 months later we 
find, maybe, that the cost has to be increased. That is a likely thing 
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to happen. Does the increased cost have to be reviewed by you? 
This doesn’t increase the total program. 

If you have $30 million authorized and case X comes along at a 
total cost to the Government of $5 million, we inform you of our 
plan for negotiation. Maybe 6 months later it develops that we are 
going to have to spend $6.5 million on case X out of this $30 million 
which we haven’t completely committed. There ought to be some 
means to bring that $5 million up to the $6.5 million, because it is still 
within the authorization of $30 million. 

Representative Con. The place to do that is in your authorization 
bill, not in this. 

Mr. Frevps. Right. I wanted you to understand those are circum- 
stances that may arise. 

Mr. Mircuetn. I think we will ask you to study this because this 
is an amendment to the basic statute and then you have the question: 
Is the authorization bill permitted under the basic statute? 

Mr. Ramey. Quite a few things are covered in this authorization 
bill. 

Representative Cour. In the Defense authorization, in the author- 
ization measure itself, an expression is included which gives the 
Defense Department an opportunity of applying any unused authority 
with respect to a particular item for increasing it by a certain per- 
centage. 

Mr. Mircue.y. To my knowledge 

Representative Cote. Providing the total—the sum of total 
components doesn’t exceed the aggregate. 

Mr. MircHei. My point is that this is rather novel in that you 
are writing this into your basic law and, as far as I know, there is no 
such requirement in the basic statutes under which the Defense 
Department operates. 

Representative CoLe. I guess you are right. Have you got room 
for one more in your bag? 

Mr. Mircuety. Yes, si 

tepresentative Eocene: All right. There is something here 
that bothers Mr. Norris. We might go back to section 261a (2) there 
to the term “research and development.” 

Representative Hotirietp. The point that Mr. Norris is bothered 
about is that definition of “research and development.’ In my 
opinion what we are seeking to do here is to get estimates and control 
of future research and development. We do not intend to include in 
these arrangements the cost of a background of research and develop- 
ment over the last 11 years, because we know that any research and 
development you do now does rest upon what you have done before. 
Do you see any problem in that which would put a burden upon you 
of trying to go back and compute research and development on a new 
type of fuel rod, let’s say, and relate that to work that you had done 
before in the fuel rod area 

Mr. Freips. Do you want to talk to this, Mr. Burrows? 

Representative Houirietp. Have I explained that from your point 
of view, George? 

Mr. Norris. My point was that I didn’t want to have future 
research and development subject to a point of order on the floor 
because maybe at some time it might be made available to some person 
with whom there would be a cooperative arrangement entered into. 
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Mr. Fieips. We agree with your point of view there very strongly, 
I would say. 

Mr. Norris. The research and development which would be per- 
formed by or at the request of the Commission in connection with this 
particular contract is what we are trying to—— 

Representative Coir. [ get your point. 

Mr. Freips. That is what we are trying to reach because we have 
work going on at laboratories that, of course, has as its ultimate pur- 
pose the development of an economic powerplant. 

Mr. Norris. And will be made available. 

Mr. Fretps. And the benefits will be used by industry. That is 
the intent of developing it in the first place. 

Representative Ho.irieip. | see your controller is just bursting 
with information. 

Mr. Burrows. I am sorry | gave that impression. In our writeup 
we indicated that it might be appropriate to make it clear that any 
information that the Commission has and which it disseminates in 
accordance with the act—-which we are required to do—would not 
come within the compass of this, but only information developed as a 
result of a particular arrangement, because it is obvious in your fuel 
element case that we couldn’t possibly trace all research and develop- 
ment back to the beginning of time and attribute it to this particular 
contract. 

Chairman Duruam. Mr. Chairman, I think we have been dis- 
cussing this for about 2 weeks now. 

Representative HouirieLp. | know we have. 

Chairman Durnam. | certainly hope we can expedite the thing 
now. We have to get this out and on the oor of the House. 

Representative Hourienp. This brings up the problem of the next 
meeting. How much time do you need? We are going to get into 
these radiation hearings next week so we ought to get this bill out. 
Could we have a meeting tomorrow afternoon at 2 o’clock? 

Mr. Mrrcuetu. If necessary, | will certainly do my best. I would 
like to have a little more time, but I will leave that to vou, sir. We 
will do what we can in this period. 

Representative Houirretp. | was just told the International 
Agency has a meeting tomorrow afternoon. That means we will lose 
some of our members. How about Saturday morning? 

Mr. Mircuey. | am sure we can be ready by that time. 

Representative Hotirietp. We have got to get this bill in shape so 
that it can be introduced into the House and Senate before we can go 
ahead with the authorization. 

Representative Coxe. All right. 

Representative Hotirietp. | don’t know whether we can get any- 
body to attend Saturday morning. Check the members and see if 
they can attend and let Mr. Mitchell and General Fields know. 
(Comment addressed to Mr. Ramey. | 

Is there any further assistance you wish to give us? 

Mr. Fieips. We will give you any assistance we can. 

Representative Houirietp. We will stand adjourned then until 
Saturday morning. 

(Whereupon the meeting was adjourned at 4:52 p. m.) 
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MONDAY, JUNE 10, 1957 


ConGrREss OF THE UNITED STATEs, 
Joint CoMMITTEE ON Atomic ENER@y, 
Washington, D. C. 

The Joint Committee met at 2 p. m., pursuant to notice, in room 
F-38 of the Capitol, Hon. Carl T. Durham (chairman) presiding. 

Present: Representatives Durham (presiding), Holifield, Price, 
Cole, Van Zandt, Patterson, and Jenkins; and Senators Anderson, 
Gore, Hickenlooper, Knowland, and Dworshak. 

Chairman Durnam. The committee will be in order. 

The purpose of the meeting this afternoon is to receive comments 
from the Atomic Energy Commission concerning the proposed bills 
of the Joint Committee to revise the authorization procedures. 

(The drafts of the proposed bills are as follows:) 


A BILL To amend the Atomic Energy Act of 1954. as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 261 of the Atomic Energy Act of 1954, 
as amended, is amended to read as follows: 

“Sec. 261. APPROPRIATIONS. 

‘a. There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate to carry out the provisions and purposes of this Act, 
except— 

““(1) Such as may be necessary for acquisition or condemnation of any 
real property or any facility or for plant or facility acquisition, construction 
or expansion; Provided, That the purposes of this subsection a., any nonmilitary 
experimental reactor which is designed to produce more than 10,000 thermal 
kilowatts of heat (except for intermittent excursions) or which is designed to be 
used in the production of electric power shall be deemed to be a facility. 

“*(2) Such as may be necessary to carry out cooperative programs with persons 
for the development and construction of specific reactors for the demonstration of 
their use, in whole or in part, in the production of electric power or process heat, 
or for propulsion, or solely or principally for the commercial production of 
byproduct material, for civilian use, by arrangements (including contracts, 
agreements, and loans) or amendments thereto, providing for the payment of 
funds, the rendering of services and the undertaking of research and development 
without full reimbursement, the waiver of charges accompanying such arrange- 
ment, or the provision by the Commission of any other financial assistance pur- 
suant to such arrangement, or which involve the acquisition or condemnation of 
any real property or any facility or for plant or facility acquisition, construction 
or expansion undertaken by the Commission as a part of such arrangements. 

‘bh. The Acts appropriating such sums may appropriate specified portions 
thereof to be accounted for upon the certification of the Commission only. Funds 
spprepritted te the Ceotttission shill H eblested by eonteret ditine the fisert 
yerr for whieh appropriated; remein available for expenditure for four years 
folowing the expiration of the fiseal year for whieh appre 

Sec. 2. The Atomic Energy Act of 1954, as amended, is amended by adding a 
new section 58 with appropriate amendment to the T able of Contents, as follows: 

“Sec. 58. Review.—Before the Commission establishes any fair price or guaran- 
teed fair price period in accordance with the provisions of section 56, or establishes any 
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criteria for the waiver of any charge for the use of special nuclear material licensed 
or distributed under section 53 the proposed fair price, guaranteed fair price period, 
or criteria for the waiver of such charge shall be submitted to the Joint Committee, and 
a period of forty-five days shall elapse while Congress is in session (in computing such 
forty-five days there shall be excluded the days in which either House is not in session 
because of adjournment for more than three days): Provided, however, That the Joint 
Committee, after having received the proposed fair price, guaranteed fair price period, 
or criteria for the waiver of such charge, may by resolution waive the conditions of or 
all or any portion of such forty-five day period.” 


B 


PROPOSED SEcTION TO AUTHORIZATION BILL 

Sec. 111. 

_ “a, There is hereby authorized to be appropriated to the Atomic Energy 
Commission, in accordance with the provisions of section 261 a. (2) of the Atomic 
Energy Act of 1954, as amended, the sum of $126,000,000 ! for use in a program 
not to exceed $149,000,000.! 

“bh. Before the Commission enters into any arrangement (including contract, 
agreement and loan) or amendment thereto, the basis of which has not been in- 
cluded in the program justification data previously submitted to the Joint Com- 
mittee on Atomic Energy in support of authorization legislation approved in 
accordance with the provisions of section 261 a. (2) of the Atomic Energy Act of 
1954, as amended, and which involves appropriations authorized by subsection a. 
of this section, the basis for the arrangement or amendment thereto which the 
Commission proposes to execute (including the name of the proposed contract or 
party with whom the arrangement is to be made, @ general description of the pro- 
posed reactor, the estimated amount of the assistance to be provided under section 
261 a. (2), the estimated cost to be incurred by the contractor or other party, and 
the general features of the proposed arrangement or amendment) shall be sub- 
mitted to the Joint Committee, and a period of forty-five days shall elapse while 
Congress is in session (in computing such forty-five days, there shall be excluded 
the days on which either House is not in session because of adjournment for more 
than three days): Provided, however, That the Joint Committee after having 
received the basis for a proposed arrangement, or amendment thereto, may by 
resolution in writing waive the conditions of or all or any portion of such forty- 
five day period: Provided further, That such arrangement or amendment shall be 
entered into in accordance with the program justification data described above 
and the basis for the arrangement or amendment submitted as provided herein: 
And provided further, That no basis for a particular arrangement or amendment 
thereto need be resubmitted to the Joint Committee for the sole reason that the 
estimated amount of assistance provided for therein exceeds the estimated amount 
of assistance previously submitted to the Joint Committee by not more than 15 
percent.”’ 

Chairman Duruam. For some time there has been some concern, 
both within and without the Joint Committee, over the extent and 
scope of review which the Joint Committee should give each year to 
the AEC budget, particularly as to the reactor development program. 
For these reasons, I requested the Subcommittee on Legislation and 
its chairman, Mr. Holifield, to review this situation and to prepare 
any necessary legislation to change the scope of the Joint Committee 
review of the AEC budget. 

Accordingly, Mr. Holifield and his subcommittee, together with the 
committee staff, has had a number of meetings with the AEC staff 
officials and the subcommittee has formulated two items of proposed 
legislation. One of these is a bill to amend the act by amending 
section 261 and adding a new section 58, and I introduced this bill 
in the House of Representatives on Friday as H. R. 7992. It is mv 


1 These figures are illustrative only and are the subject of recalculation, 





CONGRESSIONAL REVIEW OF ATOMIC POWER PROGRAM 35 


understanding that Senator Anderson intends to introduce an identical 
bill in the Senate today. 

Senator ANpurRson. I did introduce it. 

Chairman Duruam. The other item of proposed legislation is a 
proposed new section 111 to the authorization bills which the Sub- 
committee on Legislation has been considering. 

I would like at this time to ask Mr. Holifield, chairman of the 
Subcommittee on Legislation, to make any remarks which he might 
like to make on the proposed legislation or on the work which his 
subcommittee has been carrying out. 

Mr. Holifield, do you have any remarks? 

Representative Houirreitp. This is an analysis of certain criticisms 
raised concerning AEC authorization procedures and policies, and 
solutions contemplated by proposed Joint Committee bills. 

On April 16, 1957, Representative Clarence Cannon, chairman of 
the House Committee on Appropriations, delivered a statement on the 
floor of the House of Representatives—Congressional Record, pages 
5188-5200, April 16, 1957. In the course of his statement, Mr. 
Cannon criticized the authorization procedures followed by the AEC 
in previous vears, and the interpretations made by the AEC of various 
sections of the Atomic Energy Act of 1954, as amended, particularly 
with regard to its atomic electric power program. Mr. Cannon in- 
dicated that he believed that appropriations would not be warranted 
by the Congress until the Joint Committee on Atomic Energy, the 
Legislative Committee, had reviewed the entire AEC atomic power 
program as part of the authorization process, and that the Joint 
Committee “should put to searching scrutiny every program of the 
Commission”? (Congressional Record p. 5189). 

Following Mr. Cannon’s speech, the staff of the Joint Committee 
analyzed the points raised by Mr. Cannon, and the General Counsel’s 
Office of the AEC also prepared an analysis. Thereafter a series of 
meetings were held between AEC staff, the staff of the Joint Com- 
mittee, the members of the Subcommittee on Legislation, and the 
members of the full Joint Committee. Full consideration was given 
to various alternatives and methods for changing the scope of review 
by the Joint Committee of the AEC reactor development program. 

On June 6, 1957, the AEC staff indicated preliminary agreement 
to the committee’s proposed bills to amend the act and to add a new 
section 111 to the authorization bill, which had been evolved in the 
course of these meetings. On Friday, June 7, 1957, Mr. Durham, the 
chairman of the Joint Committee, introduced the bill to amend the 
act in the House of Representatives, and it was designated H. R. 7992, 
and referred to the Joint Committee. 

At this point, Senator Anderson, did you also introduce the same 
bill on the same day? 

Senator Anperson. We did not meet on Friday. I introduced it 
today. 

Representative Hoxrrre.p. The purpose of this statement will be 
to analyze briefly the features of H. R. 7992 and the proposed new 
section 111 to the authorization bill, and to indicate the solutions pro- 
posed by the Joint Committee bills to the various problems raised by 
Mr. Cannon’s criticisms. 

In brief, Mr. Cannon criticized the following points in the AEC 
atomic power program, under the AEC interpretations of the act: 
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Scope of review by the Joint Committee in the authorization process 
(sec. 261); types of subsidy (sec. 169 and secs. 11q, 31, and 104b); 
AEC research assistant to industry (secs. 32 and 33); waiver of use 
charges (sec. 53); prices paid for the production of plutonium (secs. 
52 and 56); antitrust policy (sec. 105); and patent policy (sec. 152). 

Each of these points will be discussed briefly below. 


SCOPE OF REVIEW BY JOINT COMMITTEE IN THE AUTHORIZATION PROCESS 


H. R. 7992 amends the act to increase the scope of review by the 
Joint Committee over the AEC reactor development program as a 
part of the annual authorization process. The new proviso in section 
261 a (1) makes it clear that the Commission is required in the future 
to obtain authorization for funds for construction or acquisition of 
experimental reactors in its own program which are either (a) designed 
to produce more than 10,000 thermal kilowatts of heat—except for 
intermittent excursions—or (6) designed to be used in the production 
of electric power. 

Henceforth, regardless of any interpretations in the past, such funds 
must be authorized by the Joint Committee and the Congress. 

As for cooperative programs by the AEC with industry to construct 
reactors, section 261 a (2) of H. R. 7992 requires the Commission to 
obtain authorization for funds for the development of various types 
of reactors for civilian use if the individual contract or arrangement 
provides for the payment of funds, the rendering of services, and the 
undertaking of research and development without full reimbursement, 
the waiver of charges accompanying such arrangement, or the provi- 
sion by the Commission of any other type of assistance. 

Under section 261 a (2) and proposed section 111 of the authoriza- 
tion bill, it is contemplated that the Commission will request each 
year authorization of a certain amount of tunds as a lump sum for use 
in its civilian atomic power program. Subsequently, as each individ- 
ual arrangement is negotiated under that lump sum, the basis of the 
proposed individual arrangement—including a description of all the 
types of AEC assistance contemplated—must be submitted to the 
Joint Committee, and a period of 45 days must elapse while Congress 
is in session—unless waived by the Joint Committee—before the 
Commission may enter into the individual arrangement. 

In the alternative, instead of submitting the basis of the proposed 
arrangement for the 45-day period, the Commission may submit a 
description of the basis of each individual proposed arrangement. to 
the Joint Committe e as a part of its justification data in the next or 
succeeding year’s authorization request. In either event, the basis 
of each aeiteal arrangement must be submitted to the Joint Com- 
mittee for scrutiny. 

In the current authorization request, it is contemplated that the 
Commission will submit to the Joint Committee the basis of each of 
the seven arrangements contemplated under the first and second 
rounds of its program. As for the third round, it will request authori- 
zation of a lump sum, but the basis for each individual arrangement 
thereafter contemplated under that lump sum will be submitted to the 
Joint Committee, either under the 45-day procedure or as a part of the 
authorization hearings in the next or subsequent years. 

Thus the basis for each arrangement by the AEC with industry 
under the first, second, third, and all subsequent rounds will be indi- 
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viduallv submitted to the Joint Committee before the Commission may 
proceed to enter into the arrangement. 

All contracts heretofore entered into are subject to the appropria- 
tion of annual funds. It is contemplated that the amounts intended 
to be expended under each contract each year will be itemized and sub- 
mitted as a part of the authorization and appropriation processes. 

Thus the Joint Committee, and the Congress, in the future will be 
able to scrutinize the basis of each contract or arrangement before it 
is consummated, and will also thereafter be able to study the annual 
expenditure of funds contemplated. 

In addition, under that proposed new section 58 of the act con- 
templated by H. R. 7992, the Joint Committee will be able to review 
all price schedules to be paid for the production of plutonium under 
section 56 or the waiver of use charges under section 53, in the authori- 
zation process. 

TYPES OF ASSISTANCE 


Under the Joint Committee bills, as described above, it is contem- 
plated that the basis of each individual arrangement proposed by the 
AEC under the power demonstration program will be submitted to 
the Joint Committee before being consummated. It will be submitted 
either under the 45-day procedure or else as a part of the annual 
authorization hearings. Under the proposed section 111, the basis 
for the individual arrangement or the amendment thereto which is 
submitted will include— 
the name of the proposed contractor or party with whom the arrangement is to be 
made, a general description of the proposed reactor, the estimated amount of 
assistance to be provided under section 261 a (2), the estimated cost to be incurred 
by the contractor or other party, and the general features of the proposed arrange- 
ment or amendment. 

It is contemplated that the Joint Committee and the Congress will 
therefore be able to scrutinize the various types and amounts of sub- 
sidy or assistance intended in each individual contract before it is 
entered into. In addition, the contracts will be subject to annual 
authorization and appropriation of funds by the Congress. 

In addition, under section 58 of H. R. 7992, the Joint Committee 
will be able to scrutinize each proposed new price schedule to be paid 
for the production of plutonium, and each proposed new criterion by 
the AEC for the waiver of use charges before they become effective. 

AEC research assistance to industry: Under the Joint Committee 
bills, as described above, the basis for each individual arrangement 
must be submitted to the Joint Committee, either for 45 days or as 
a part of the annual authorization hearings, before becoming effective 
if it provides, among other things— 
the rendering of services and the undertaking of research and development without 
full reimbursement * * * or the provision by the Commission of any other 
financial assistance pursuant to such arrangement * * * 

Section 261la (2) of H. R. 7992. 

Waiver of use charges: Under the Joint Committee bills, as described 
above, the basis for each individual arrangement must be submitted 
to the Joint Committee, either for 45 days or as a part of the annual 
authorization hearings, before becoming effec ‘tive if 1t provides, among 
other things, ‘the waiver of charges accompanying such arrangement.” 
Section 261a (2) of H. R. 7992. In addition, under section 58, each 
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new criterion for the waiver of any charge for the use of special 
nuclear material must be submitted to the Joint Committee for a 
period of 45 days, unless waived by the Joint Committee. 

Prices paid for plutonium: Under the new section 53 of the Joint 
Committee bills, as described above, each proposed new price list 
for the production of plutonium or other special nuclear material 
must be submitted to the Joint Committee for a period of 45 days 
before becoming effective, unless waived by the Joint Committee. 

Antitrust policy and patent policy: Under the Joint Committee 
bills, as described above, the basis for each individual arrangement 
must be submitted to the Joint Committee, either for 45 days or as a 
part of the annual authorization hearings, before becoming effective 
if it provides any financial assistance. Such basis shall include 
description of “the general features of the proposed arrangement or 
amendment’’—section 111—and it is contemplated that the Joint 
Committee may therefore be able to review the antitrust and patent 
implications of each individual arrangement before it is consummated. 


REVIEW BY JOINT COMMITTEE OF CIVILIAN ATOMIC POWER PROGRAM 
AS A PACKAGE 


It is believed that the review of the experimental reactor projects 
together with the cooperative projects with private industry and the 
45-day waiting period for all price schedules and criteria for waiver 
of use charges among other things, along with the type of program 
justification to be submitted in connection with the authorization 
legislation and price schedules will provide an adequate basis for a 
review of the civilian atomic power program as a whole by the Joint 
Committee and Congress. The Joint Committee expects to work 
with the Commission in developing the type of information and 
program justification data to be submitted in support of these activi- 
ties so that as complete a presentation as possible can be made in the 
future. Because of time limitations it may not be possible in the 
current authorization process to have as comprehensive a coverage as 
will be provided in future years. 


ALTERNATIVE SOLUTIONS 


The joint committee in its deliberations on the proposed bills 
considered many alternative methods and proc edures for increasing 
the scope of congressional review over the AEC atomic power program. 
On the one hand, it would have been possible to consider extensive 
amendments to many sections of the basic act to revise or clarify the 
scope of congressional review, and the provisions of various types of 
governmental funds and assistance to industry in the program. 

Consideration could have been given to amending sections 11 q, 
31, 32, 33, 52, 53, 56, 105, 152, 159, 169, and 261. 

On the other hand, it would have been possible to consider continu- 
ing under the present language of these various sections in the act 
but to attempt to encourage or request different interpretations by 
the AEC, as to the scope of congressional authorization review and 
other matters. 

The joint committee after extensive deliberations and consideration 
of the various alternatives, selected a middle course of amending 
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section 261 and adding a new section 56 to the basic act, and a new 
section to the authorization bills. 

In this manner it was intended to permit the AEC the needed 
amount of flexibility and yet provide substantial congressional review 
authority and detailed authorization by the Congress. 

If the proposed bills do not provide satisfactory solutions considera- 
tion of further amendments can of course be undertaken at some future 
date. 

Mr. Chairman, that ends my explanatory statement of the subeom- 
mittee’s understanding of the bill. When we get to the consideration 
of the bill, there is one place in the bill where we want to possibly 
insert a short phrase. 

Chairman Dursam. Thank vou very much, Mr. Holifield. 

As the Commission knows, we spent a good deal of time on this, 
along with the subcommittee and the staff here and also the Commis- 
sion’s staff, at staff level. It has been going on for something like 
a month. 

Of course, we are glad to have the Commission with us this after- 
noon, and, Mr. Chairman, how do you want to proceed? Do you 
want to make a general statement? 


STATEMENTS OF HON. LEWIS L. STRAUSS, CHAIRMAN; HON. 
HAROLD S. VANCE, COMMISSIONER; DR. WILLARD F. LIBBY, 
COMMISSIONER; KENNETH E. FIELDS, GENERAL MANAGER; 
WILLIAM MITCHELL, GENERAL COUNSEL; EDWARD DIAMOND, 
DEPUTY GENERAL COUNSEL; DON S. BURROWS, COMPTROLLER ; 
W. KENNETH DAVIS, DIRECTOR, DIVISION OF REACTOR DEVEL- 
OPMENT; FRANCIS J. McCARTHY, JR., ASSISTANT CONTROLLER 
FOR BUDGETS; BRYAN F. LaPLANT, SPECIAL ASSISTANT TO 
THE GENERAL MANAGER; AND RICHARD J. HALLINAN, ASSIST- 
ANT TO COMMISSIONER MURRAY, ALL OF THE ATOMIC ENERGY 
COMMISSION 


Mr. Srrauss. I have a very brief statement if you care to have it, 
Mr. Chairman; and the General Manager, and other members of the 
staff are here who can and would be glad to have the opportunity of 
discussing our answers to some of the questions that the staff has 
propounded, and which deal with our construction of the language 
in the proposed legislation and how we would operate under it. 

If you would care to let me do so, I would like to read you a state- 
ment which would take possibly not more than a minute and a half, 

Chairman DurHAm. You may proceed, Mr. Strauss. 

Mr. Srrauss. Mr. Chairman and members of the committee, we 
are here today at vour request to discuss a proposed amendment to 
section 261 of the Atomic Energy Act of 1954 which would enlarge 
the area of required authorization by the Joint Committee as well as 
a proposed new section 58 of the act relating to the establishment of 
fair prices and guaranteed fair price periods for special nuclear material 
produced and criteria for waiver of charges for use of special nuclear 
material. 

A review of the record of the hearing had by your committee on 
May 23 indicates that one of the purposes of your committee in 
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considering this matter, on an urgent basis, is to remove a possible 
obstacle in the path of obtaining necessary appropriations for carrying 
on, in fiscal 1958, an expeditious program for continuing the develop- 
ment of economical nuclear power at the earliest possible date. This 
concern of your committee is, of course, a concern of our Commission. 

I would point out to you that in the winter of 1952-53 your com- 
mittee issued a report on the subject of atomic power. This report 
posed the questions: 

“Why is there no atomic powerplant in existence or under con- 
struction today?’’ and 

“What is retarding atomic power development?” and went on to 
state: 

There has been no major project whose purpose is to achieve a reactor directly 
advancing industrial power. 

Since that report—while only 4% vears have elapsed—the progress 
has been very great. You are familiar with the domestic reactor 
situation as reported during the hearings under section 202 of the 
Atomic Energy Act last February. We expect to see 5, and perhaps 6, 
power reactors in operation this calendar year, and as of this week, 
ground will have been broken and construction begun for another 
3 full-scale power reactors. 

We have been able to accomplish this with the cooperation of your 
committee under the legislation which now exists. Since we are sure 
that you feel as we do that atomic power should be developed as 
expeditiously as possible in the United States, you must determine 
whether the changes sought to be achieved by the proposed amend- 
ments are balanced or may be outweighed by the possibility that in 
some unintended manner it slows up or otherwise adversely affects 
the program. 

In the brief time that we have had to consider the proposed legis- 
lation we have tried to look beyond fiscal 1958 to subsequent years. 
We believe we can live with the proposed changes, but we will not 
be happy with them, and candor compels us to say that. 

You, however, are like a board of directors representing the whole 
Nation of stockholders. We are the officers of the company, and our 
task is to operate under the broad policies which you lay down. 
That, to the best of our ability, we intend to continue to do. 

Furthermore, we feel assured that your committee is just as anxious 
as are we to avoid any adverse effect on the program and that, should 
unforeseen difficulties arise as a result of experience with these proposed 
changes in the act, your committee will initiate prompt action to 
prov ide the proper remedy for such difficulties. 

I would now request that you permit me to present, Mr. Chairman, 
if it is your pleasure, the General Manager, who, as I said, has come 
prepared with a statement dealing with questions that your staff 
has indicated to us. 

Chairman Duruam. Mr. Strauss, I have just one comment. Of 
course, this legislation has not been presented to any other com- 
mittee except this committee. 

Mr. Srrauss. I understand, sir. 

Chairman Dvuruam. It is a matter between the Commission and 
ourselves. Now, we have endeavored to work this out so that we 
would meet the objections of the chairman of the House Committee 
on Appropriations. As to whether or not it will meet his objection, 
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| am not in a position to give anybody any confirmation. Does any 
other Commissioner desire to make a statement at this time? 

Mr. Strauss. Commissioner Murray is not here, and I do not know 
whether he has any other statement on the subject or not. 

Mr. Hatian. I think that Commissioner Murray telephoned 
to ask to be excused. 

Representative Hoxirtetp. I received a phone call just before I 
came into the room, and he asked to be excused because of a previous 
engagement. 

Mr. Srrauss. The substance of my statement, Mr. Chairman, has 
been discussed at meetings during last week, and, to the principle 
which I attempted to enunciate, there has been no dissent. 

Representative Van ZAnpr. Would you say the Commission unani- 
mously supported your statement? 

Mr. Srrauss. There was no vote on the subject, Mr. Van Zandt. 

Representative Van Zanpr. Then there were no objections? 

Mr. Strauss. That is my impression, and I can recall no expression 
of dissent. 

Chairman Duruam. I note there in your statement, Mr. Strauss, 
of course, that you endeavored in lengthy hearings, and after 
hearings with your staff and others, to try to work this out to where 
we do not go to the House with opposition. You say that you are 
going to try to live with it. 

Mr. Srrauss. If there is any implication or any feeling in your 
mind that we are going to take any steps to oppose this, let me 
disabuse you of that at once. But it would have been unfair and 
improper for me to have come in to give you the impression that we 
are happy about this. 

Chairman Duruam. Are there any questions? 

Senator ANDERSON. On page 2, you say, ‘‘We have been able to 
accomplish this,’’ and you refer to these 5 or 6 power reactors, and 3 
full-scale power reactors, and you have been able to accomplish this 
with the committee under the legislation which now exists. It is 
the position of the chairman of the House Committee on Appropria- 
tions that you have not done it under the legislation, really, that you 
have been somewhat outside of it. 

Mr. Srrauss. My understanding, Senator, is that each of us is 
entitled to our construction until there has been some decision at a 
higher level. Our counsel has informed us that we have acted within 
the law, and it is my belief that we have. 

Senator ANDERSON. That is the question [ was going to ask. You 
think everything that has been done in this program is strictly within 
the legislative intent? 

Mr. Srravuss. That is our understanding, sir. 

Senator ANDERSON. Then vou say that— 
we have to determine whether what is sought to be achieved by the proposed 
amendment is balanced or may be outweighed by the possibility that in some 
unintended manner it slows up or otherwise adversely affects the program. 

You believe that decision is up to us? 

Mr. Srrauss. That is my construction of the responsibility of the 
legislative branch. 

Senator Anperson. If we, then, decide that we would not like to 
take a chance of slowing up the program, it will be satisfactory with 
the Commission if we just drop it where we are now? 
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Mr. Srrauss. I think that I would qualify that statement, Senator, 
by caveats that we have heard from staff as to the fact that unless 
something of this sort were constructed and introduced and passed, 
it would have an adverse effect upon the Appropriations Committee, 
and, of course, the Commission’s ability to discharge its responsibilities 
is dependent upon the means with which to operate. 

Senator ANpeRsON. | thought that was the situation, too, but the 
statement would certainly leave the impression that we have to 
determine, or this committee has to determine, whether what is sought 
to be achieved by the proposed amendment is balanced by or may be 
outweighed by the possibility that in some unintended manner it 
slows up or adversely affects the program. 

I assume the only thing that you feel can slow up the program is 
this legislation. Otherwise, it is going along fine, and you have 5 or 6 
reactors in operation this year, and 3 full-scale power reactors started, 
and if that parade of progress is stopped at all, it is going to be stopped 
by the passage of this legislation. 

Mr. Srrauss. No; I can think of many things that could—not 


many, but other things—that could be adverse. This might be one 
of them. 
Senator ANDERSON. Would you be justified in taking the chance? 


Mr. Srravss. Irrespective of what our opinion may be, the deter- 
mination still rests with the Congress. That is what ] intended to 
say, to the best of my ability. 

Chairman Duruam. I think it should made very plain that this 
committee did not create this situation at : all. The only thing that 
I can see, and I feel that we are doing, is to try to act as an inter- 
mediary between the Commission and the Appropriations Committee 
which you have to go to for your appropriations and money. That is 
our position entirely. 

Mr. Srrauss. We appreciate this wholeheartedly. On the other 
hand, this program is the program of the United States, and the 
Commission has no proprietary interest in it, and vou gentlemen are 
just as much concerned as we are. 

Chairman Duruam. Of course, we are. 

Representative Van Zanpr. While I am not a member of the 
Legislation Subcommittee, it appears that the wishes of one Member 
of Congress have forced this committee into our present position. I 
would like to know why, as a committee of Congress, we have to 
respond to the wishes of one Member of Congress. 

Chairman Duruam. If you have a better solution, I would like to 
have it. 

Representative Price. We ‘do not have to, but then, the only other 
recourse is to face points of order on the appropriations of the Com- 
mission. We do not have to do a thing. 

Senator ANpERSON. If we do not have to, why do we spend our 
time on it? 

Representative Van Zanpr. Then it is not the whims and wishes 
of one individual. 

Senator ANDERSON. If the point of order is good, I do not think 
that is a whim. A point of order, I am pretty sure, is going to be 
good in the Senate, and they are pretty sure to be made in both 
places. 

Representative Van Zanpt. If this Member’s point of order is 
sustained, then the AEC receives no appropriations. 
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Senator ANDERSON. What is going to be the view of the Bureau 
of the Budget, I wonder, in view of the statement of the Commission 
that you believe that you can live with the proposed changes, but 
you would not be happy with them. Candor compels you to say 
that. It comes before the Congress, and we would naturally have 
to say that the Commission does not like these amendments; is that 
correct? 

Mr. Srrauss. I think that would be a matter of the option of the 
Joint Committee, Senator Anderson, as to whether the committee 
quoted the Commission in respect to this. As far as the Bureau of 
the Budget is concerned, the General Manager informs me that, due 
to the time schedule, we have not consulted the Bureau of the Budget 
prior to this testimony. ° 

Mr. Frevps. We do not have their formal views, and we have not 
had time to get them. 

Senator ANDERSON. You will have it when the bill comes up. 

Mr. Frexps. I think we can secure their views on this fairly quickly; 
yes, sir. 

Senator AnpERsON. I only suggest to you that I think that you are 
going to be in a strange position, because this will come to the floor 
of the House and Senate, and the members of the committee would be 
obligated, I would say, to quote the Atomic Energy Commission as 
saying that while you believe you can live with the proposed changes, 
you are not going to be happy with them. 

Inferentially, we would be better off leaving the situation as it is. 

Mr. Srrauss. Inferentially I think that does not follow, if you will 
pardon me, Senator, since we are informed that if this legislation or 
something like it fails, we may be faced with a point of order and no 
appropriation. So that if it is a choice between evils, that would 
certainly be by far the greater. 

Representative Van Zanpt. May I ask a question at this pomt? 
Was the question of a point of order bemg sustained discussed with the 
House Parliamentarian, or are we taking the statement of the chair- 
man of the House Committee on Appropriations? 

Chairman Duruam. | made a statement, I believe, that this legis- 
lation is handled entirely within this committee, and we have not 
sought any other outside views on this matter. We have tried to 
meet the issues that were raised. iss 

Representative. Price. May I say this: I think that there are 
members of this committee who have gone into it as thoroughly as 
the chairman of the House Committee on Appropriations has, and 
on their own observation and study we are inclined to believe that 
maybe he has substantial points in his favor. 

Chairman Duruam. There is an area of disagreement that we are 
trying to settle. 

Are there any other questions? 

Mr. Srrauss. I would like to ask if either of my colleagues have 
any supplementary comments they care to make. 

Chairman Duruam. Do you have any, Dr. Libby, or Mr. Vance? 

Dr. Lipsy. | have none. 

Mr. Vance. | have none. 

Chairman Duruam. All right, we will proceed. 

Representative Hourrerp. Mr. Fields, you have presented an 
analysis here, and had you intended to give that as you presented it 
to us or are you giving a statement? 
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Mr. Frevps. This would be essentially what I would say, Mr. 
Holifield. I thought I would preface it by saying in listening to 
your statement, that I find myself in accord with it, as best I can 
recall as you went through it. I would like to ha ve a chance to review 
it, but I believe that your interpretations are the ones that I would 
make, too. My statement parallels yours to a large extent, also. 

Representative Houirietp. There are | or 2 places in your statement 
which brought up a problem, which when we get to the bill, | want to 
discuss, and with which I am not in full agreement. 

Mr. Frevps. | would propose to make this statement now. 

Representative Houirietp. | read my statement slowly so that you 
could understand each one of the provisions therein. Now, if you 
have anything to say, vou may proceed. . 

Mr. Fietps. When | heard your statement, I did not find that I 
disagreed with sections of it. Since I had not previously seen it, I 
would like the opportunity to see it in writing and review it again, 
to determine if I had any further comment on it. 

I would propose to give you my statement, and perhaps there will 
be questions as I go along. 

Representative Houirre.p. There are 1 or 2 areas in there that have 
to be explored and clarified. 

Representative Van Zanpr. Are these hearings public hearings? 

Representative Houirretp. They are public. This will have to be 
printed to support the bill. That statement was made by the chair- 
man, I believe. 

Representative VAN Zanpr. Regarding the point of order, would it 
be based on the fact that no authority exists for the expenditure of 
these moneys? 

Representative Houirietp. For the specific expenditures. 

Representative VAN Zanpt. The point of order would be on that 
point? 

Representative Houirievp. As I understand it. 

Mr. Srrauss. | would like to ask a question, if it is not out of 
order for me to do so, because I am unfamiliar with parliamentary 
matters. What is the status of all of the preceding activity of the 
Commission and all of the commitments that have been made, and 
the expenditures that have been made with the full knowledge of 
your committee during the last 10 years, under similar legislation? 

Chairman Duruam. Nobody raised a point of order. 

Representative Price. No points of order have been made against 
them. 

Representative Houtirietp. Moneys that have been expended are 
committed, and this language could not very well be an ex post facto 
thing. 

Mr. Srrauss. I am relieved to hear it. 

Senator ANDERSON. Maybe I could answer it this way: Time after 
time there used to be tacked into the agricultural appropriation bills 
special projects for the eradication of this particular type of rust, or 
that particular type of worm. As long as they were approved in the 
conference reports which is when they were generally inserted, there 
was no question about it. One time after some rather strong argu- 
ments inside of the committee over agricultural policy, in which I 
had taken a position contrary to my Democratic colleagues, one of 
the Democrats inserted a provision in the conference report which 
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provided for some of these programs that had been turned down by 
the Congress. I made a point of order on the floor against the con- 
ference report, and it was immediately sent back to conference and 
sustained by the Chair and it could not be considered by the Senate 
because it had gone beyond their authority. That was the end of 
it, and it went back to conference, and the person who had inserted 
these items had to take them out and come back with what was 
provided. 

I think it is a well-established practice, as long as nobody raises 
a point of order, funds can be appropriated without authorization. 
But once the point is raised, the procedure stops. 

Represe ntative Price. We had an incident in the House just within 
the last 3 weeks, on an appropriation bill when an entire program was 
knocked out on a point of order, although we have been appropriating 
funds for the same program for ‘the last 11 years. 

Chairman Duruam. The same thing happened to the NACA. 
They operated for some 20 years until someone raised a point of order, 
and we had to go back and gain authorization for it. It was picked 
up and there is no claim against their back funds and there is nothing 
that can be done about that. 

Mr. Srrauss. It seems to me as much of a reflection on the per- 
spicacity of the committee as it does on the Commission and therefore 
to the extent misery loves company, I am comforted. 

Senator ANDERSON. I don’t believe it bothers the committee at all. 
The committee has no responsibility to suggest to the Atomic Energy 
Commission what authorization legislation it ought to ask for. That 
is the function of the Atomic Energy Commission. If we had denied 
you the legislation you had asked for, then we would be in the same 
difficulty. That is why I raised these questions. We have found out 
it is very difficult to go to the floor of the Senate or House with 
legislation which the Atomic Energy Commission does not want. 
And I read this as legislation which the Atomic Energy Commission 
does not want. That is neither here nor there. 

Representative Coxn. It is true in the past that the Joint Committee 
has never questioned the procedures which the Commission has 
followed in obtaining funds for its work. Since the Joint Committee 
has not been critical, I think that the committee must share the 
responsibility of the procedures the Commission has followed. 

Now we are confronted with the fact that a question has been 
raised by a very important Member of the House over the control 
of funds, so the best solution seems to be to revise the act, so as to 
clarify any ambiguity that may exist. If experience shows that this 
change as proposed does result in slowing up the program, then to the 
extent it does impair the program we will have to take a look and 
perhaps revise it further later on. 

Mr. Srrauss. That is our position. 

Respresentative Holifield. I am in agreement with what Mr. Cole 
says. I have this one comment: Over the years there has been 
discussion in the committee as to the choice of items in the so-called 
construction budget, and the operating budget. There have been 
differences of opinion, as to the wisdom of putting one item in one 
budget and one item in the other. 

I think that it has been a field of ambiguity, and while the members 
of the committee never pressed the point to clarify this situation, I do 
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believe that the present language will definitely clarify that area of 
ambiguity and will enable us to go on the floor of the House and 
justify our appropriation authorization on the basis of a more com- 
plete scrutiny of the items which are involved, particularly in lump 
sums and in lump-sum appropriations for the civilian power reactor 
program. 

Chairman Durnam. As the committee knows, I was one of the 
sponsors of section 261, 1954, because I had enough experience around 
here with a new agency to know that sooner or later we would reach 
this point, and that is exactly where we are at at this time. It is 
historic and it has run through other agencies of the Government. 
When they grew up, and young agencies reached maturity or at least 
partially so, I think we have to be realistic about it that the Congress 
is going to require authorization authority. 

Representative Van Zanpr. Is it not true that over a period of 
years, discussion among Members themselves supports the intent of 
bill H. R. 7992, and that many have said sooner or later we will have 
to bring the AEC in line with other agencies of Government? 

Chairman Durnam. They have said that for some time. 

Mr. Fields, are you ready to proceed? 

Mr. Freups. Yes, sir. Mr. Chairman, as you and Mr. Holifield 
alluded to the fact, we have had discussions with your staff and some 
discussions with the subcommittee in aiming at legislation which 
would direct itself particularly to the civilian power program, and to 
those cases where Government money and private money were mingled 
in a cooperative project. 

This has been under discussion up until the 6th of June, and for 
that reason we have not had time to have the proposal reviewed by 
the Bureau of the Budget. 

I would expect to present this proposal and obtain their views very 
quickly. 

So what I have here is my interpretation of our discussions and 
of the proposed bill as it has been introduced. 

I am happy to discuss this proposed amendment to section 261 of 
the Atomic Energy Act of 1954 as well as your proposal to add a 
new section to the act to be known as section 58. 

I will address myself to these proposals in the hope that we may 
reach an understanding as to what is intended under the proposed 
amendments as well as to indicate some of the questions that they 
may pose and our answers to them. 

As I mentioned before, some of this is a repetition of what Mr. 
Holifield has previously said, as obviously it would have to be. 

Before I do so, however, I want to say that our whole program is 
based upon the concept that we want industry to build and operate 
demonstration and power reactors. ‘To encourage and assist them to 
do so, we are offering payments and other consideration to industry 
and public bodies in return for the important technical and economic 
data to be derived from the construction and operation of the projects. 
This data, of course, will be put into the public domain. 

We have not looked upon this as assistance in the sense of a grant 
or a gift, but rather as a program based on a quid pro quo. However, 
since section 261 is cast in terms of providing financial assistance to 
persons who participate in the program, it will be easier for me in the 
course of my discussion to use similar language. 
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In these amendments to the Atomic Energy Act of 1954 the ex- 
panded language would provide for three things: 

(a) It would require the Commission to request authorization for 
appropriations for experimental reactors of certain characteristics 
(sec. 261 a (1)). 

(6) It would be necessary for us to request authorization for appro- 
priations to carry out certain cooperative programs where assistance 
would be provided by the Commission without reimbursement (sec. 
261 a (2)) 

(c) We would be required to place before your committee any fair 
price or guaranteed fair-price period proposed to be established under 
the provisions of section 56 of the 1954 act and the criteria for the 
waiver of any charge for the use of special nuclear material licensed or 
distributed under subsection 53 (a) (1) or subsection 53 (a) (2) of the 
1954 act (sec. 58). 

Representative Hotireitp. At that point, would you consider pub- 
lishing in the Federal Register such fair prices and such guaranteed 
fair prices, as a part of your criteria? There has been some criticism, 
as you know, that in the establishment of criteria you have established 
it by notice rather than by rule published in the Federal Register. 

Mr. Mrreneti. Mr. Holifield, I think as you suggest, we would 
propose to publish the criteria. 

Representative Houirreip. The staff has advised me that you estab- 
lished it by press releases. 

Mr. Mrrcuetu. I think a more formal statement, by publishing in 
the Federal Register, would be desirable and we do propose to do that. 

Mr. Fretps. We did this in conjunction with the announcements 
of the proposals. 

Representative Hotmwreitp. I know it has been done in some in- 
stances and in some instances it has not, but I think it would be well 
if we formalize this, because it is industrywide, as I understand it, in 
its effect, and therefore it is a matter of public concern and should 
be published i in the regular way in the Register. 

Mr. Freps. Certainly the fair prices and the guaranteed fair prices 
have been published in the Federal Register to the best of my recol- 
lection. They have definitely been. 

Now, the waivers of charges for the use of special nuclear material 
were m conjunction normally with the first round or second round 
proposals. They do not apply to everyone who is building a reactor 
at the present time, except in the case of educational institutions 
constructing research reactors. 

I will have to check whether that was published in the Federal 
Register or not, sir. 

With respect to section 26 a (1), namely, the requirement for 
authorizing experimental reactors which are designed to produce 
more than 10,000 thermal kilowatts of heat—except for intermittent 
excursions—or which are designed to be used in the production of 
electric power—and that is without regard to size—we would in 
connection with future construction have to bring before your com- 
mittee ‘certain types of experimental reactors which were previously 
not included in authorization acts because they were designed to 
operate only for a short period of time and were solely for experimental 
purposes, 
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Under the criteria set forth in the proposed amendment, namely, 
the 10,000 thermal kilowatts of heat provision, we hope that the 
committee would realize that this would have to be determined on 
the basis of the design for each reactor. 

However, even with the use of the design basis for our guideline, it 
is possible that there would be some cases where although the reactor 
was designed to produce less than 10,000 kilowatts of heat on a sus- 
tained basis, the reactor would be able, after construction and initial 
operation, through relatively minor changes, or none at all, to operate 
at a higher heat production than designed. 

We would trust that the Joint Committee would recognize this 
possibility and that authorization action would not be required for 
such changes for operation of a reactor unless major modifications 
were contemplated which would materially increase the heat-produc- 
tion capacity. 

There may also be cases where, at the time of initiating a reactor 
project, the designed heat production of which is less than 10,000 
kilowatts, there is no plan for the production of electric power but after 
construction of the reactor has been completed it is deemed desirable 
to hook up either Government or privately owned generating equip- 
ment to determine the feasibility of producing electric pow r. 

Now if such a case should occur we would plan to seek authoriza- 
tion for any funds necessary to install Government-owned generating 
equipment although the reactor itself had not been included in the 
authorization procedures. 

Chairman Duruam. Is that very likely, General? 

Mr. Frexps. It could happen. I think it has happened in the past, 
has it not? The SRE, was that a case in point? 

Mr. Davis. No; that would be over the 10,000 kilowatts limit 
anyhow. I think the borax experiment is one where we did decide, 
after we built a small reactor, that it would be a good idea to add 
some generating equipment. We got some second-hand generating 
equipment and added it on to the borax reactor. 

Chairman Duruam. That was at Arco? 

Mr. Davis. Yes, sir. 

Chairman Duruam. That is the only instance that you have had 
that would apply to this? 

Mr. Frexps. | believe so. 

Mr. Davis. It is the only one that occurs to me. 

Mr. Fretps. I make these comments solely to indicate to you some 
of the problems we may face at a later date and which will be known 
only after construction has been completed. 

Since the language refers to ‘‘nonmilitary” reactors—I am still 
referring to section 261a (1)—I would assume that the new criteria 
proposed would apply only to those reactors we include in our civilian 
power program and that experimental reactors involved in work we 
are doing for any of the military services is exempt from such criteria. 
In other words we would continue to use our present criteria for the 
inclusion of “‘military’’ reactors in authorization requests, namely, that 
they are to be permanent test installations, such as full scale proto- 
types, as contrasted to experimental reactors of a temporary nature. 

Representative Hoxirietp. To stop right there, Mr. Fields, in the 
past where there has been a military reactor built, did you depend 
upon atomic energy funds or military funds? 
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Mr. Fieips. Atomic energy funds. 

Representative Hoxrrretp. Then the building of the package plant 
at Belvoir was financed by the Atomic Energy Commission or the 
military? 

Mr. Fre.ps. Atomic Energy Commission. 

Chairman Duruam. It was authorized by the Army, was it? 

Mr. Frevps. It was an authorized project, too; yes, sir. 

Mr. Davis. It was actually a joint project. 

Mr. Fre.tps. But it was authorized. 

Representative Van Zanpt. Was it authorized for the Army? 

Mr. McCarrtny. The building of the reactor was authorized by the 
Army. 

Representative Price. We have had a naval reactor authorized by 
the Navy, too. 

Mr. Fieips. There are occasions, yes, of that. 

Representative Van Zanpr. Was that a joint authorization? I 
have in mind the Navy Research Laboratory on the Potomac River? 

Mr. Fretps. That was their authorization entirely, and we had 
no part of that whatsoever, sir. 

Representative Hotirretp. That was a research reactor. 

Mr. Frexps. Yes; for them. 

Chairman Durnam. We have authorized every reactor for the mili- 
tary, the Navy, NACA, and the Army. 

Mr. Fretps. We are directing ourselves to some of the experimental 
steps that are in the Rover program, and some of the other programs 
where a reactor is put up and taken down as soon as it operates. 

It is that sort of thing that we are saying is so temporary that we 
would not expect to have to come in for authorization, as such. 

Representative Hotirietp. How about the ANP program? 

Mr. Fieips. On the ANP program, we would get authorization for 
permanent facilities, as for example test stands, or like the engine test 
facility, which was in the authorization act last year. These kinds 
of facilities would go through the authorization route. But where 
they build the actual HTRE 1, or HTRE 2, this again is built and torn 
down and it would not normally be included. 

Mr. Davis. That is a series of reactor experiments conducted in a 
facility. 

Mr. Fievps. That is the distinction that we would make. 

Representative Hoxirretp. I asked the question because I wanted 
the examples to appear here in the record of the hearing. 

Mr. Davis. Some of these examples should not appear in the 
published record. 

Representative Ho.trretp. Consistent with security. 

Representative Price. I do not think that we have said anything 
here yet that should not be in a public record. 

Mr. Frevps. I think that we can leave most of it in. 

Representative Van Zanpt. That includes references to ANP, 
HTRE 1, 2, and 3. 

Mr. Freips. The fact that they are models under the ANP program 
could remain in, I would think. 

Representative Hotirretp. There has been a lot of public note of 
the aircraft nuclear reactor projects, and I think we can solve this all 
right with the security officers. 

Senator AnpERSON. What about the gas cooled reactor experi- 
ments? Do you remember when the city of Holyoke wanted to build 
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one, they were told that there was a military one already being 
planned? Would you contemplate coming in for approval or not 
approval on the gas cooled reactor experiment like the one now under 
construction? 

Mr. Frexps. Here it would depend upon the length of its useful life; 
if it was a temporary experiment we would not, I presume, sir. This 
is the basis upon which we have proceeded on this point. 

* Mr. Davis. The present experiment would not produce any power 
and it would be quite small. 

Representative VAN Zanpt. Do I understand, General, what you 
are trying to tell us now, is that if we wrote this language in the law, 
that the AEC would have to come to us for authority to cover pro- 
grams that would involve various types of reactors, the gas cooled, 
homogeneous, pressurized water, and so forth? 

Mr. Frexps. Yes, sir. 

Representative Van Zanpr. Even though they were purely 
experimental? 

Mr. Fiexps. In this particular section, if they are entirely Govern- 
ment built and, if they are an experimental reactor to produce power, 
we would have to come to you for authorization ; yes. 

Mr. Ramey. And if they were nonmilitary. 

Mr. Fretps. Yes. Also if they were designed to produce more than 
10,000 thermal kilowatts of heat even though there is no generating 
equipment hooked up to it, we would have to have authorization also. 

Now, you see this is an attempt to define the line that we have had 
some difficulty with in the past, although not a major trouble, just so 
it is clear that we have an understanding in our own program of the 
type of civilian reactor experiments that this committee should 
authorize. 

Representative Houirievp. If it was a military reactor of substantial 
permanent emplacement, the Defense Department would authorize it. 

Mr. Frextps. If it was one to be built by the Commission as a 
part of the programs and understandings we have with the Depart- 
ment of Defense, the Commission would come to this committee for 
authorization. 

Representative Cote. What is the Commission’s criteria with re- 
spect to whether a project or a reactor is military or nonmilitary? 

Mr. Fieips. Well, my definition would be that a military reactor 
is one that is being developed to fulfill a military requirement, sir. 

Representative Hourtenp. Pr imarily. 

Mr. Frie.ips. As to the primary end-use of the reactor; yes, sir. 

Representative Coir. Is the Belvoir reactor a military or non- 
military? 

Mr. Frexps. That is a military reactor. 

Representative Price. It was to fill a needed requirement for the 
military, in isolated areas. 

Mr. Fretps. That is right. 

Representative Van Zanpr. The Navy experimental job was to 
meet the research and development needs of the Navy Research 
Laboratory. 

Mr. Fieips. There have been several naval reactors; yes, sir. 

Representative Van Zanpr. | am thinking of the one on the 
Potomac River. 

Mr. Fretps. As far as I know that was for their own research pur- 
poses, in conjunction with the Naval Research Laboratory. We have 
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had nothing to do with that one, other than licensing it and making 
material available. There is no power aspect to it that I know of. 
It is a research reactor. 

Mr. Ramey. The large ship reactor out in Idaho is a permanent 
installation? 

Mr. Fre.tps. Yes; we requested authorization for it either last year 
or the year before. It is the kind of reactor which the Commission 
is building as a part of the naval program. We did request authori- 
zation of your committee for that particular large ship reactor. It 
became a training facility also. 

Representative Van Zanpr. For the record, General, in the event 
you decided to construct another Shipping port under the language of 
this bill, would the Commission come to this committee for authori- 
zation? 

Mr. Fietps. Yes; if we were to build another Shippingport, we 
would come to this committee even under the law as it now stands 
without amendment. 

Chairman Duruam. You would ask for authorization on the Puerto 
Rico power reactor, as small as that one is? 

Mr. Frexps. Yes, sir. 

Representative Coig. I take it then, General, that since you con- 
sider the Belvoir reactor as a military reactor, if this proposed bill 
is enacted, you would not be required to come to the Joint Committee 
for specific authorization to build another type of Belvoir reactor if 
it is intended to be used by the military. 

Mr. Frexps. If we were to build a different concept of a package 
powerplant which was to be a permanent facility in the sense it w ould 
operate for a long time, and if it fell to the Commission to build the 
reactor we would come here for authorization. That would be my 
interpretation of it. 

Representative Coir. Under what part of this proposed bill? 

Mr. Fietps. The fact that it is not a temporary facility. It depends 
upon whether it is temporary or not, that would be the interpretation 
that one would have to meet. 

Chairman Duruam. If you did not do it the military would have 
to do it. 

Mr. Fretps. Yes; we would have to have authorization if we had to 
build buildings or roads or site development, and if we felt this was a 
reactor that would operate for a considerable period of time and would 
not be an experiment that is torn down and a new version built. 

Representative Hoxirreitp. Let me ask you this question, so we 
might have an example for the record: Mr. Price has been interested 
in having a reactor built on the Island of Okinawa, for instance, which 
would furnish electricity to the military installation there. This 
reactor might run quite considerably over the 10,000 thermal kilowatts 
envisaged here, and it would be for the purpose of producing electricity 
and probably process heat along with it. 

Would you come to this committee for authorization for that type 
of a reactor? 

Mr. Frevps. | think it would depend upon whether the military had 
asked for it or the civil authorities. If it is to produce electric power, 
primarily, our program has been largely for research and development 
of new types of reactors and proving the economics of reactors. If 
it is for the production of power at a military installation, our under- 
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standing with the Department of Defense would be that they would 
have to budget for it. 

Representative Ho.irrenp. That is why I wanted to ask the 
question. 

Mr. Frexps. Therefore, I presume they would go to some committee 
other than this one for authorization. 

Representative Hoxirretp. But you would require authorization 
regardless of whether you came to this committee or the Military 
Affairs Committee. 

Mr. Fretps. We would have to come for authorization if it is for 
power; yes, sir. 

Representative Houirieip. All right; proceed, please. 

Mr. Fretps. Well, now, sir, with respect to section 26la (1), we 
would also exclude from authorization procedure critical assemblies 
and other small reactor apparatus, either nonmilitary or military, 
since these would not meet the criteria proposed. 

With respect to section 26la (2), the proposed amendment would 
require authorization for funds necessary to carry out cooperative 
programs for the development and construction of reactors which 
would demonstrate certain civilian applications. The current coop- 
erative programs, as we view the new language, would now require 
fund authorization for those covered by the Commission’s first-, 
second-, and third-round invitations to industry for the development 
and construction of power reactors to the extent that funds have not 
been committed under contracts. However, we believe it is important 
that the record clearly show that this proposed authorization procedure 
is not intended to include research and development work conducted 
as a part of the Commission’s own program for developing civilian 
power reactors which may be done under contract by industrial 
concerns who may also be engaged in developing or building privately 
owned reactors or who may also be engaged in an authorize od coopera- 
tive program in addition to their researc ch and de ‘velopment work for 
the Commission. Such research and development will often be on 
similar types of reactors though not directed specifically toward the 
reactor construction project authorized as a cooperative program. 

Representative Ho.irretp. At that point, this is a very long and 
involved sentence, General Fields, and there are quite a number of 
questions that come up as a result of this sentence. I think we would 
want a real clarification of this. Therefore I will ask you a certain 
number of questions. 

The language down to “industrial concerns’’ is quite clear to me. 
It is not intended to include research and development work conducted 
as part of the Commission’s own program for developing civilian 
powers, and I would assume that would mean in their own labora- 
tories. 

Mr. Fretps. Do you mean in the Commission’s own laboratories? 

Representative Hoxirietp. Yes, or which may be done under 
contract. There is no “or” in there, and that is why I am asking 
you for clarification. Does it mean ‘or which may be done under 
contract by industrial concerns’’? 

Mr. Freips. Let me express it this way; that although there is a 
cooperative program in being with some industrial firm, we believe 
there may be instances when, for purposes of other research and de- 
velopment of interest to the Commission directly, we will want a 
research contract with that firm. 
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Representative Hottrre.p. Give us an example, now, of what you 
mean by that. Would your Westinghouse be one of those? Would 
you explain what you mean? 

Mr. Freips. We have contracts with Westinghouse on the Shipping- 
port reactor, and they are also a subcontractor to the Yankee Atomic 
Power Co. We would not believe that by the proposed language you 
mean to rule out that Westinghouse could not do work on the Shipping- 
port reactor, or on the Bettis Field work, because they were part of a 
cooperative program with the Yankee Atomic Power Co. in this case. 

Senator ANDERSON. Would you by the same token feel that since 
they were contractors on Shippingport and various other things that 
you could give them extra research jobs on the Yankee project and 
thereby pay for a great deal of the research and experimental work on 
the Yankee project and pay for it out of your regular funds without 
submitting it to the committee? 

Mr. Fre.ps. The Yankee project would be submitted to this com- 
mittee, if it had not been entered into, if 1 understand you correctly, 
sir. 

Senator ANDERSON. Suppose you decide that the process is not quite 
settled, or I may not be using the correct technical term for you, but 
somewhere along the line you decide that this Yankee project needs 
some more work on it. They have to test, for instance, a new theory, 
and you make a contract with Westinghouse to do that, and pay them 
$3 million or $4 million for it to obtain the necessary research. Could 
you do that? 

Mr. Fiexps. Not if it is for that same reactor. 

Senator ANpErRson. If it is specifically for that reactor. 

Mr. Fretps. That is correct. 

Representative Houirretp. But it 

Mr. Fietps. If the research stands on its own feet and is not re- 
lated to the cooperative arrangement then we should be able to do it. 

Senator ANDERSON. We are using a new term now. Suppose that 
you look at the research and you say, ‘“‘Well, this is something we are 
going to want to know anyhow, 50 years from now, or 20 years down 
the road, or even 5 years down the road.” Therefore, we will say that 
this research out there on the Yankee reactor is not specifically for 
that reactor, but it is just generally for the advancement of the art, 
which it would be? Would you feel that you could go ahead with 
that work on the Yankee reactor without coming back to this com- 
mittee? 

Mr. Frevps. I think that we should be able to use good judgment 
and in many cases do the kind of thing I am talking about because, 
Senator, these industrial firms are engaged in work which is going to 
be related broadly to all reactors. 

Senator ANprERSON. Well, on that theory, there is practically 
nothing that you can’t do that is not related. 

Mr. Frexps. I realize it is a difficult point. 

Senator AnpERsoN. That is what the chairman of the House 
Committee on Appropriations is getting at, and he was not happy 
about the exercise of judgment. 

Mr. Friexps. If we are putting Government money into research, 
which aids the development and construction of a specific reactor on 
some cooperative venture, then it clearly should come here for au- 
thority and authorization. But if you rule us out on a very rigid 
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basis from having research and development done that may be of 
value to the overall program, this will become difficult. 

Senator ANpEerson. It is a question of how you look at it. You 
say, “If we rule you out on a research that may be of benefit to the 
whole program, it is very hard.”’ But what is to prevent you from 
classifying all research from here on out as of general interest, and not 
specifically for any project? 

Here was Mr. X, of Pennsylvania Power & Light, and he said, 
“T would like to build a homogeneous reactor but I am going to wait 
until the Oak Ridge No. 2 is finished.” 

Why can’t you say to Mr. X, ‘Well, why waste any of your money 
we will go right on with No. 2, and if it doesn’t work too well, we will 
fix this up and fix that up. What are the theories of your people as 
to what you would like tested and we will test them all, and we will 
test them as research and development, and after we have them all 
ready and have found exactly what size pipes to use here and there, 
even though it is for the general advancement of the art, we will do 
all of your research and development work and you won’t have to put 
a penny into it.” 

What is to stop you from doing it with the interpretation that you 
have given here now? 

Mr. Fretps. I do not know what would stop us from it, Senator, 
except good judgment, I think. You see, you are getting into the 
authorization of research and operating moneys here. The reactor 
program generally is aimed at developing setieaclaner, be it for one 
reactor or the other. 

Now, normally we will be able to say where we want to put Govern- 
ment money with private money for a cooperative program aimed 
at the construction of a specific reactor, and clearly those should come 
to this committee for authorization. If we say that we can make 
no further use of a company that is engaged on that kind of work, 
I think we are going to defeat the development program itself. 

Representative Horirretp. Let me ask you this question: You fur- 
nish us, as an example, a project, a cooperative arrangement which 
you wish to go into. You are going to waive, let us say, $3 million 
worth of fuel charges and you are also going to furnish $5 million 
worth of research and development along the line of the particular 
specific reactor which they are building. You stand ready to fulfill 
that part of your agreement, we will assume, 

You do fulfill it but you find out at the end of that time that you 
have to add another $5 million, that we have run up against tech- 
nical difficulties which require another $5 million or $10 million in 
research and development. 

Now what would be your procedure? Would you come back to 
this committee for that authorization or would you make a contract 
with some firm out here, some other firm, let us say, whie h is capable 
of handling a research and development contract for $5 million and 
then when that information was obtained make it available to the 
original project. 

Mr. Fretps. I would expect— 

Representative Houirietp. Could you not do that under this 
language? 

Mr. Frexps. I do not believe that I would read it that way. If the 
research and development is for the purpose of consummating that 
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cooperative project, it would have to come back here for additional 
authorization. 

Representative Hotirretp. Did you understand that? 

Senator ANDERSON. Yes. 

Representative Hotmretp. That is generally agreed upon. 

Mr. Frexps. Yes, sir. 

Representative Hotirretp. What the chairman of the House Com- 
mittee on Appropriations wants us to do is to keep control of the 
knowledge of the amount of money which is put into any one of these 
projects where private and public money is mingled. That is why I 
wanted to follow through on that, on anything that would be of 
assistance to them specifically in the consummation of that particular 
project. It seems to me that that should come before this committee 
for an amendment. 

Mr. Fretps. I would think so too. 

Representative Ho.irrevp. That would be included under that 
section of the bill, where you say, “or amendment thereto.” 

Mr. Fietps. I would think so too, and it seems to me where coop- 
erative arrangements are started, clearly we would come back for 
authorization for additives to them if it is necessary. 

Now I think that we will have to have sympathetic consideration 
by your committee of a situation like this: Suppose there is a concept 
that is coming along, and we may be just about to the point—but you 
still aren’t there, where you want to build a demonstration plant. 
But we need to have some research and development done to see 
whether this should go forward or not. This might go on for 6 
months or a year, and then suddenly we say, ‘‘Yes, this is 3 good and it 
ought to be built.” That is when we will come to you for authoriza- 
tion. But if we are prohibited from even starting on a research con- 
tract with someone when we are first thinking of the concept, we are 
going to be stifled. 

This is one, I believe, that bothers us more than any about this. 

Chairman Duruam. You don’t believe anything in this amendment 
would do that? 

Mr. Frexps. The interpretation could be, if it is made too strict, 
that we are prohibited from conducting research and development, 
which might lead to something later on. This would be troublesome. 

Representative Parrerson. The reverse of that, General, is what? 
What happens where you go so far and see this cooperative move- 
ment is good as far as technology, but then all of a sudden you decide 
that you are not gaining anything by it, do you just drop the whole 
thing? 

Mr. Frerps. It would depend on the circumstances of the case, I 
would presume. I imagine you would have some of that if it becomes 
technically impossible to do it and there would be a reason to termi- 
nate it. 

Representative Parrerson. And just wash it right out? 

Mr. Frietps. But this would not ordinarily be the case, I do not 
believe. 

Representative Houirretp. Your original arrangement is made on 
the basis of industry contributing a certain amount and the Atomic 
Energy Commission contributing a certain amount. 

Now, it is obvious that if you are going to amend the part of the 
arrangement that the Atomic Energy Commission does, and I mean 
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amending above the 15 percent allowable in the bill, when you come 
to that point it seems to me you should come back to this committee. 

Is that your understanding? 

Mr. Freips. That is my understanding; yes, sir. 

Representative Cou. I do not see anything in this bill that would 
require you to come for specific authorization for a research arrange- 
ment in the field of reactor development even though the research 
of that arrangement might be usable in a project which you already 
have or contemplate under a cooperative agreement. 

Mr. Frieips. I would hope that could be in the interpretation; 
yes, sir. 

Representative Coin. On the other hand, if you find that a certain 
amount of research is necessary for a specific project under a coopera- 
tive arrangement and this is built, it requires that you do come in. 

Mr. Fietps. That is right. 

Senator ANDERSON. Just for the sake of legislative history, I want 
to say that I subscribe to what Mr. Cole has just said. I hope the 
bill, if it passes, would not be used to handicap or hinder you from 
that sort of thing. But I also point out that there are people who will 
say, “Well, here comes a reactor that is going to cost $35 million. 
We understand the Atomic Energy Commission is going to put up 
$10 million of that by paying for “the research and development and 
get it all ready for them and then let them have some sort of 
restricted process on it.” 

People would complain about that. I fully subscribe to what 
Congressman Cole has said, and I hope that is part of the program 
that we hope to see worked out in this bill. 

Representative Hotirieip. If you did do that research and develop- 
ment in that instance, the techniques of that research and development 
paid for by Government money would belong to the Government and 
would be available to anyone who wanted to build a reactor in the 
future of that type and use that technique. 

Mr. Frexps. [t would be placed in the public domain and it would 
be available. It would be part of an authorized cooperative project. 

Representative Price. That is true in all of these development 
programs; is it not? 

Mr. Frexps. Yes, sir. That is unless it is classified information, 
which normally is not the case in the civilian power program. 

Chairman Durnam. We cannot predict what lawyers will interpret 
as to any law, but it has been the intent of this committee from the 
beginning to exclude just what has been talked about here and let 
the Commission have more or less a free hand in certain basic research. 

When you get up to a certain point, you have to come back for 
authorization and that is provided. 

Representative Hoxirreip. It is this mingling of Government and 
private funds which is the real basic reason for our continued scrutiny 
of a particular authorization or project. 

Before we leave that section, General Fields, I would hope that this 
provision here would not be used to backlog research and development 
or additional research and development contracts within a few com- 
panies. I would hope it would be spread out wherever possible for 
other companies to make this field as wide as possible. 

Mr. Fisetps. That is our policy. We have been proceeding as best 
we can in that direction. 





CONGRESSIONAL REVIEW OF ATOMIC POWER PROGRAM 57 


Representative Houirietp. Under this language you could keep on 
piling additional contracts with one company, you see, when there 
might be smaller companies otherwise well qualified that could take 
over these additional contracts. 

I would not want it to be used for a concentration of the program, 
but rather as an opportunity to spread your program of research and 
development to as many companies as seul 

Mr. Srrauss. We are concerned with the bottlenecking aspects of 
that part of the program, the fact that there is such a concentration 
of contracts and talent in a few companies. We are anxious to 
spread it. 

Representative Cote. Mr. Chairman, I would like General Fields’ 
interpretation of this paragraph 2, with respect to a situation which 
conceivably might develop where a cooperative arrangement is made 
with X party, in which the Government participates and then after 
the project is completed the Commission may want to engage X 
company to pursue certain general research based on its experience in 
operating the reactor which formed the nub of the cooperative ar- 
rangement. 

Would you feel it would be necessary to come to the Congress or 
to the Joint Committee for specific authorization? 

Mr. Fietps. This research would be to gain information related to 
the performance of that particular reactor that might come out of the 
operation of it. If it is for that particular purpose, I would say that 
we should come to you for authorization. 

If it were to utilize that reactor for the conduct of research that 
might bear on some other program, I would think that it might fall 
directly in the general research program. But if it were for particular 
operational performance of this reactor, a development of the eco- 
nomics of it over a long period of time, it would require authorization, 
as I read it. 

Mr. D1amonp. It seems to me that after the original project comes 
to an end, the Commission would not be required under the language 
that we have before us to come back and seek authorization for any 
general program of research. 

Representative Cote. I am rather glad that you stepped in, Mr. 
Diamond, because I was hoping that General Fields’ concept would be 
that once the cooperative arrangement was completed and the 
reactor put in operation, thereafter the Commission would be free 
to make any research contract with that project operating. 

Mr. Fie.ps. That would be my conviction. 

Representative Cots. Based on the operator’s experience in running 
that particular reactor. 

Mr. Fie_ps. That would be my conviction, Mr. Cole, but there is 
associated with some of these projects a need to operate them for 
a while to see what their performance will be. They will be a part 
of some of the initial contracts that we have on these cooperative 
projects. 

Once that comes to an end clearly, then I presume depending upon 
the circumstances, this would follow. 

Representative Cote. I had the assumption that the original 
cooperative contract had been completed. 

Mr. Fiextps. Then I would see no reason that just because we are 
going back to that particular contractor it would have to come in for 











58 CONGRESSIONAL REVIEW OF ATOMIC POWER PROGRAM 


authorization. There might be something about the purpose of the 
work that might require it, but it would not be just because we went 
back to that same firm. 

Representative Cote. That seems to me to be a reasonable inter- 
pretation of this bill. 

Representative Hoxtrrecp. But your original contract would 
require the revealing of the techniques of operation to you as a quid 
pro quo for your participation in the program to begin with. Is that 
not true? 

Mr. Friexips. That is true; yes, sir. 

Representative Houirecp. And if you paid Government money for 
an additional research contract on another phase, but which was 
based on the continued operation of the reactor, that provision of 
revealment to the Government would still hold? That is, if you paid 
money for it, or Government money for it. 

Mr. Frexps. Yes, sir. 

Chairman Duruam. All right, we can proceed. 

Mr. Frexps. As we look at the language in section 261 (a) (2) we 
have assumed that the key determination to be made is whether the 
program is a cooperative one which includes assistance by the Com- 
mission for which full reimbursement is not contemplated—and we 
would define “full reimbursement” as the payment of normal charges— 
and which has as its end product the development and construction 
of a specific reactor for the uses set forth in the proposed amendment. 

Senator ANDERSON. Now, we had some discussion of this general 
situation. Mr. Cole made an observation to which I found myself 
in agreement. I asked that it might be transcribed so that I would 
read it and see if this is your general understanding. 

He said in rereading it, that what the AEC means is to have an 
understanding in that assuming a cooperative arrangement between 
AEC and the X sponsoring company for a joint project and that 
results in a construction contract with Westinghouse, for instance, 
for the details of that cooperative arrangement, they realize that they 
must seek a specific authorization. 

What they want to be sure of is that that would not require the 
Commission to obtain specific authorization with respect to that 
which the AEC may have on research and development contracts 
between AEC for projects unrelated to the cooperative project. 

Representative Houirtetp. That is unrelated to the project. 

Mr. Fiexps. That is true; yes, sir. 

Representative Houirtetp. May I ask you the question, what you 
mean by ‘‘Normal charges’’? 

Mr. Frexps. I will ask the Controller, Mr. Burrows, to state that. 

Representative Hoxirretp. You do have a schedule whereby if 
you do services for someone on a fee basis, that you do have a criterion 
to set up of what you call a normal charge? 

Mr. Burrows. This is correct and the normal char ge would be the 
full direct and indirect costs, any applicable depreciation, plus a 15 
percent added factor. Or if we were doing a particular operation for 
which there was an established commercial charge and as a matter of 
convenience we were doing it at our location, we would charge the 
commercial charge if that were higher. 

Representative Houirretp. That answers my question. Does it 
satisfy you, Mr. Chairman? 
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Senator Anprerson. I will check it later. 

Chairman Duruam. Will the reporter read the statement? 

(The statement of Mr. Burrows was read by the reporter.) 

Senator ANDERSON. That is satisfactory. 

Representative Cote. Let us assume this research was done in the 
Commission’s laboratories and let us assume the Commission feels 
that certain research is needed in connection with a certain specific 
project, and it contracts that research out to somebody else. That is 
not a normal charge? 

Mr. Burrows. We have not had any situations like that, Mr. Cole, 
but if we did I would assume that we would charge the full costs of 
that contract that we had to make. 

Representative Cote. Without any 15 percent markup? 

Senator ANDERSON. You would not charge them more than you 
had to pay would you? 

Mr. Burrows. You see, the 15 percent would normally take care 
of undefined expenses which we would otherwise have. Whether it 
would be fair to put a full 15 percent on that contract, I do not know 
frankly. We have not had this situation. I would assume that some 
charge to take care of the administration of that contract would be 
appropriate. Whether under circumstances that would be 15 per- 
cent, | think I would have to pass on that, Mr. Cole. 

Senator AnpeRSON. Would you not be willing to say that if com- 
pany A wanted a particular type of researc +h and you felt that 
company B could do it very well, you might direct them how to do it 
and you might supply w hat material you had on hand, and you might 
give them such guidance as you could and when you got all through 
you would bill company A for the full amount company B charged 
you plus such necessary overhead as you had to add? 

That would be the normal policy, would it not? 

Mr. Burrows. That would be the normal policy. 

Chairman Duruam. All right, we will proceed. 

Mr. Fieups. These assumptions, I think, are important, Mr. Chair- 
man, because I can envisage arrangements for cooperation covering 
general reactor studies or research which will not have as their goal 
the development and construction of a specific reactor. 

This was the subject of our extended discussion just prior to this. 
If you agree that these assumptions are correct, the test of any 
cooperative arrangement can be made on a straightforward basis and 
provide a line of demarcation from other arrangements in the field of 
research, development, or evaluation. 

Furthermore, the same test can be applied to the information 
derived from the Commission’s own program which, as you know, all 
access permittees may obtain. What I have in mind here is that the 
mere furnishing of information to an access permittee does not con- 
stitute a cooperative arrangement. 

We also believe that there would be excluded from the authorization 
requirement, in addition to cooperative arrangements we might make 
on general reactor studies and research, any arrangements which are 
intended to induce industry to build special-purpose reactors to pro- 
vide the AEC—and in some cases, both AEC and the atomic energy 
industry—with irradiation or other special services. 

For ‘example, as part of our long-range program of getting the 
Commission out of any business arrangement which private industry 
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is ready, willing, and able to take over, we have encouraged industry 
to construct testing reactors for the purpose of providing irradiation 
services which may involve some form of cooperative arrangement or 
contract. 

Representative Hoxtrieip. I wanted to stop you there, because 
this is the point where I think we might be in disagreement unless 
this can be explained. 

As I understand it, what you are saying there is that you want the 
Atomic Energy Commission to be allowed to go ahead without coming 
to this committee and mingle public funds with private funds to build 
a reactor to perform irradiation and other services for industry at 
large, as well as for the AEC on a fee basis. Is that what you are 
saying? 

Mr. Fiexps. I do not think it is quite that. 

Representative Houirrevp. If that is what you are saying, I am in 
complete disagreement with you. 

Mr. Diamonp. I do not believe there is any comingling of funds in 
this sort of a transaction. It is a straight procurement action. 

Representative Van Zanpt. Can you give us a concrete illustration? 

Mr. Dramonp. If we wanted a reactor that would serve as an 
irradiation facility for use in the testing of fuel elements or something 
of that sort, and we wanted industry to build it rather than the Gov- 
ernment, we might solicit proposals on the basis that we would enter 
into a long-term contract during which we would obligate ourselves 
to pay for irradiation services in certain amounts. 

Representative Van Zanpt. You mean exposing an item to radia- 
tion? 

Mr. Diamonp. That is correct, sir. 

Representative Ho.irietp. Testing materials? 

Mr. Dramonp. Yes, sir, and during the course of this long-term 
contract, there would be sufficient compensation to them that would 
help them pay off the costs of this facility. 

Now, if it is a facility that would serve both industry and the 
AEC, we would only provide for amortization that would take care 
of the services that the AEC intended to procure and industry, of 
course, would pay enough to take up the difference. 

Representative Price. You would know in advance, would you 
not? You would know in advance what the proposal was going to be 
and what the obligations of the AEC were going to be. Why could 
you not seek authorization for such proposal? 

Mr. Diamonp. I do not think it is really a cooperative arrangement. 
It is really a procurement action. 

Representative Price. Well, you authorize procurement, too. 

Chairman Duruam. This is what you intend to do under this: For 
instance, in the materials testing reactor, some private individual that 
wants some material tested or if you w ant it tested, comes in and pays 
that individual who built the irradiation laboratory just like you 
would, 

Mr. Diamonp. That is correct. 

Chairman Durnam. And he pays the price. 

Mr. Diamonp. Included in the price would be a sufficient amount to 
amortize the costs of this facility over a certain period of years. 

Chairman Duruam. Just like you charge for a dozen eggs. 

Mr. Ramey, Or just like your zirconium contracts. 
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Mr. Diamonp. We have had the same experience there. 

Mr. Ramey. Where private industry buys it as well as the Com- 
mission. 

Mr. Dramonp. Yes, sir. 

Mr. Ramny. But your statement does say ‘cooperative arrange- 
ment”? where actually I do not think that would be a cooperative 
arrangement. 

Chairman Duruam. If anyone who comes in and builds his reactor 
and owns it and operates it for services, I do not see anything wrong 
with that. 

Mr. Frexps. If, in conjunction with such proposals we were to 
waive the use charge, or such matter as that, it would come in to this 
committee under section 58. 

Representative Hotirie.p. What if a man wants to build a testing 
facility that would cost $10 million. If you decide to furnish him $5 
million of that on some kind of a cooperative arrangement, suppose 
he performs a commercial service for the public at large and also for 
the Atomic Energy Commission. ‘The Commission is paying the same 
sum as the public would pay for that testing service. Would you feel 
that you could mingle public money and private money in that type 
of an arrangement without coming to this committee? 

Mr. Dtamonp. I think the new fact that you have suggested is that 
we would initially advance money or assist this company in the build- 
ing of this reactor by advancing funds to them. After that we would 
pay the normal charge that anybody else would pay for the irradiation 
service. 

I think that would be a cooperative arrangement. 

Representative Hotirietp. That would be a subsidy. 

Mr. Diamonp. Yes, sir. 

Representative Hotirretp. It would be in the nature of a subsidy? 

Mr. Diamonp. Yes, sir. 

Mr. Frevp. If our arrangement was primarily a procurement action, 
I would not consider that it would require authorization. It could 
be a procurement action in some of these cases. 

Representative Houirietp. Would your contract for the procure- 
ment of services be on the basis of a normal fee for that type of serv- 
ice—on a cost basis—which you had already by experience established, 
or would it contain within it such leeway that you could, in effect, 
give him a subsidy on those services to allow him to amortize his 
plant? 

Mr. Firetps. I do not believe there could be any subsidy in it. 

Senator ANDERSON. You had me worried when there was no 
question about Mr. Holifield’s statement about a subsidy. Do | 
understand you to feel that you can do a banking business, and that 
you can lend a man $5 million toward a $10 million facility? 

Mr. Frexps. No, sir. 

Senator ANDERSON. That is what the question was based on. You 
could not do that. 

Mr. Srravuss. I think there is a misunderstanding there. 

Senator AnpERsoN. Mr. Holifield started out with a supposition 
and the Commission did not testify to that. He said you were going 
to lend them $5 million and you would not do that, is that not the 
best answer? 

Mr. Fietps. Yes, sir. 
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Representative Hottrierp. I used a cooperative arrangement 
which does include a loan. 

Mr. Ramey. For research and development purposes you could 
make loans, I believe, but on a straight service I do not think you can. 

Mr. Srravuss. He might finance privately on the basis of the agree- 
ment that he had. 

Chairman Duruam. The present policy of the Commission is to let 
private industry build these laboratories and if they can sell those 
services to you or to anyone else, that may be done. 

Mr. Srrauss. Yes, sir. 

Representative Houirtexp. My question was based on a cooperative 
arrangement. If you will read that, you will see it in the bill, that it 
says, “including contracts, agreements, and loans.” That is why I 
brought the matter up. 

Representative Price. Let me say something there. In your 
explanation, General Fields, in the last paragraph there you give an 
example: 

As part of our long-range program of getting the Commission out of any business 
arrangement which private industry is ready, willing and able to take over, we 
have encouraged industry to construct testing reactors for the purpose of providing 
irradiation services which may involve some form of cooperative arrangement 

So it is a cooperative arrangement. 

Representative Ho.ir1e.p. “Exactly, and that is why I questioned 
as to why in this bill here there should not be after the words “by- 
product material” on page 2, line 11, another phrase which could be 
properly inserted with the proper language, but it would be in effect, 
‘irradiation or other special services.’ 

If you did go into a cooperative arrangement where several million 
dollars worth of funds are involved, I think it would be nec essary for 
you to come to this committee under the general philosophy of the bill. 

Mr. Dramonp. There would be no objection, if we clearly under- 
stand that a procurement action would not come within the purview 
of 261 as amended. 

Senator ANDERSON. The language of Mr. Holifield and others, 
which was discussed, is in line 11 of. page 2 to change it to read, “the 
commercial provision of byproduct material, irradiation, or other 
special services.” 

That is with the clear understanding that that was for this special 
purpose. 

Representative Van Zanpr. Did you say “commercial provision” 

Representative Cote. I do not understand what you mean val 

Senator ANDERSON. Provided from commercial channels. | only 
say that I do not know what the right language or the right words 
should be, but if the lawyers could work out something that covered 
it so that there would be no question about it and it was agreeable 
to the AEC, I think it would be agreeable to this committee to try 
to put it in there. 

Mr. Strauss. May counsel comment on this a moment? 

Mr. Dramonp. If we are talking about a cooperative arrangement, 
in the sense that we have used it right throughout our discussion 
here- 

Representative Hottrietp. That is what we are talking about be- 
cause General Fields used it. 

Mr. Diamonp. I do not think the type of transaction I described 
a few moments ago, though, does constitute a cooperative arrange- 
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ment, where we are buying services and paying for them and including 
in the payment that we make, an amount to cover amortization of a 
facility. 

Representative Ho.irietp. Well, that again brings up the question 
of what you are paying for these services. Are you paying a normal 
price for these services, or are you paying a price which will amortize 
it within 5 years, for example? 

Mr. Dramonp. Under the circumstances that would be considered 
a normal price. 

Representative Houirie.p. A price which would enable them to 
amortize their full cost of their facility in 5 years? 

Mr. Diamonp. Yes, we might have to take into consideration 
obsolescence in connection with these facilities at this stage of our 
industry. 

Mr. Fretps. Actually, there are none in operation at the present 
time. 

Mr. Ramey. You would not amortize the whole amount in 5 years? 

Mr. Diamonp. In order to get industry to make proposals for 
services of this type and build reactors, | believe you have to permit 
them to amortize within a reasonable period of time. I think that 
what we would do is take an option to have services performed in 
that facility after the amortization period was over at a reduced 
charge so that there would be no amortization in subse quent years 
service 

Representative Hourrte tp. What this actually means is that you 
are going to go out and build a facility for an individual and give it 
to him at the end of a certain period of time. That is what it means. 

That is exactly what it means. You are not getting private money 
into it on that basis at all. They are just putting it in and getting 
it back within that period on a guaranteed procurement contract. 

Mr. Diamonp. What we would do in a case like this is not contract 
for the full output. 

Representative Hotureip. I would like to have one of those con- 
tracts myself. 

Mr. Diamonp. I don’t think we contemplate taking all of the 
services from that reactor. We might take 50 percent of the possible 
output of the reactor. Industry would have to be the other source 
for the amortization of the facility. The owner of the reactor would 
assume that risk. 

Senator ANpERSON. Actually, you would try to make a good busi- 
ness deal, would you not, and if 5 years was going to wipe it off too 
rapidly, you would put some provision in there that gave you an oppor- 
tunity to recapture. 

Mr. Strauss. We have used the term “‘5 years’ in this discussion 
only as an example, and it might be a considerably longer time. The 
amortization period would depend upon estimated obsolescence and 
might be a long period of time. 

Senator ANDERSON. But you could include a recapture provision? 

Mr. Diamonp. Or we might have an option to have services per- 
formed in that facility with a charge that would not include amorti- 
zation. 

Representative Hoxmietp. Would you not insist on having the 
same charge for those services that they would render to commercial 
customers? 
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Mr. Dramonp. No higher than that. 

Representative Houtrietp. No higher than that, so that the com- 
mercial customer would, to the extent of his purchases, carry his load 
of the amortization the same as the Commission in its purchases? 

Mr. Diamonp. That is correct. 

Mr. Srrauss. He might carry a greater load, and he would not 
carry less. 

Chairman Dvuruam. If you had to guess at the life of a materials 
testing reactor, what w ould you say? 

Mr. Srravss. Dr. Davis could make a guess on that, an educated 
guess. 

Mr. Davis. I do not know what the life of any reactor is, but | 
think it is useful as a testing facility for many years. We built the 
materials testing reactor and it has been in operation pretty close to 
5 years now. We are now hoping this fall to start up a very much 
improved testing reactor which everybody will want to use instead of 
the materials testing reactor for certain classes of tests. 

I think this will go on as time goes on. There will be improved 
facilities built and the older ones will not have the same opportunity 
to get the business. 

Chairman Durnam. You do not have a plant here like a steam 
plant that will last 20 or 25 years, and it is an entirely different kind 
of plant. 

Mr. Davis. I think it will last that long, but I do not think 
will be valuable that long. 

Mr. Srrauss. That is another point. 

Chairman Durnam. I am wondering if he is going to sell his 
irradiated iron after he has tested it when it does not show up to 
be perfect. It has to function perfectly if the test is run on it; is 
that correct? He is selling a product that has to be guaranteed? 

Mr. Davis. The fellow building a reactor has to sell reactor space 
that is useful. If this turns out to be a flux that is 5 or 10 times 
lower than what someone else can now achieve with a test reactor, 
he may have a hard time selling it, particularly at his former price, 
anyhow. 

Representative Hoxtrieip. Do you feel that under the Comptroller 
General’s rulings you have a right to enter into a long-term contract 
for procurement, on this type of a facility. 

Mr. Diamonp. This is a problem that is still under consideration 
with the Comptroller General, | might say. 

Representative Horirtetp. It is a problem, or a question where 
you have to make your peace with the Comptroller General on this 
type of a thing? 

Mr. Diamonp. Yes, sir. 

Representative Houtrretp. And this also involves the cancellation 
of a contract with damages, does it not, in case you do not follow 
through for the entire length of your procurement contract? 

Mr. Diamonp. This type of a transaction is the type that is under 
consideration by the Comptroller General right now. 

Representative Van ZAnpr. To complete the statement on this 
amortization, when the reactor has expended its usefulness and it can 
no longer be used for the purpose of irradiating materials, then to whom 
does the reactor belong? How shall it be disposed of? 

Mr. Diamonp. It would depend upon the arrangement we entered 
into. In some cases, we would have the right to recapture this 
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facility, and in other cases the arrangement might call for the company 
to retain it. I think under the latter circumstances we would want 
an option to have further services performed in that facility with a 
charge that would not include an amortization factor. 

Representative VAN ZANnpr. Suppose it had expended its usefulness. 
You would try to salvage as much value as possible? 

Mr. Diamonp. That might be a part of the contractual arrange- 
ments. 

Chairman Duruam. General Electric owns their reactor which they 
built completely. 

Mr. Diamonp. Yes, sir. 

Chairman Duruam. It would be theirs when they get through with 
it, and you cannot take the plant away from them. 

Representative Hoxirietp. If you write a contract, as Mr. Price 
just said here, for recapture, it is in essence a lease-purchase arrange- 
ment and you would have to get authorization for that under the 
Lease-Purchase Act, it would seem to me. 

Mr. Diamonp. I would have to look at the Lease-Purchase Act. I 
don’t recall all of its provisions right now. 

Representative Hoirie.p. I am willing to try to work this arrange- 
ment out with the General Manager, or whoever is designated. 

Mr. Fiexps. In addition, we would not consider the payment of a 
fair price to a reactor operator for producing plutonium or U-233 
generated in his plant as a part of a cooperative arrangement. The 
payment of such a fair price, as you know, is required ‘by section 56 
of the Atomic Energy Act. However, under your proposed new sec- 
tion 58 of the Atomic Energy Act there would be submitted to your 
committee any proposed fair price, guaranteed fair price period or 
criteria for the waiver of use charges for special nuclear material 
which the Commission proposes to establish before these could be 
put into effect. 

I would also like to point out that in the language of the amendment 
the word “persons” would include other Government agencies with 
which we might make a cooperative arrangement for the development 
and construction of a specific reactor. 

Representative Hotirietp. Just to make the record clear at that 
point, if you made an agreement with the ICA to build a reactor, 
under this language you have here you would expect to come in and 
get the approval of the committee? 

Mr. Diamonp. If it met the other tests in section 261. 

Representative HoLirieLp. Suppose it was a cooperative arrange- 
ment, let us say, with a foreign government. 

Mr. Diamonp. That also would apply, if it met the other tests in 
section 261. 

Representative Houirteip. All right. 

Representative Van Zanpt. May I ask a question about the Ship- 
pingport reactor, which will go critical sometime later this year, and 
will produc e plutonium? Have you established a price yet as to what 
the Duquesne people, the operators of this reactor, will receive for 
the pluto: Mum? 

Mr. Diamonp. That is Government-owned plutonium. The reactor 
is Government-owned there, too, so there is no private party that is 
going to receive anything for the plutonium that is generated in that 
facility. 
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Representative Van ZanptT. The fact is that the Government takes 
the plutonium from a Government-owned reactor, that is operated 
by the Duquesne Light & Power Co., as a contract operator? 

Mr. Diamonp. That is correct. 

Chairman Duruam. You may proceed. 

Mr. Freups. “Process heat,” as we interpret it, would include space 
heat. 

Finally, in connection with my comments on your proposed amend- 
ment to section 261, I notice that the bill proposes to eliminate from 

section 261 the provision, as it now appears in our act, which permits 

our funds to remain available for expenditure for 5 years, if obligated 
by contract during the fiscal year for which appropriated. We would 
not now object to the elimination of this provision since under Public 
Law 798 of the 84th Congress our current authority in section 261 
will expire on June 30 of this year and the provisions of Public Law 
798 will be applicable to AEC appropriations. 

Senator ANDERSON. In section 261 a (1) there is language with 

reference to the acquisition of real property, and then in line 18 of 
section 2 there was a decision or discussion at one time of striking out 
the language from the middle of line 18 to line 22, which reads: 

or which involves the acquisiton or condemnation of any real property or any 


facility or for plant or facility acquisition, construction or expansion, undertaken 
by the Commission as a part of such arrangements. 


Does this last clause, in section 261a (2) in any way alter, change 

limit, or in any way amend or affect the provisions of 261a (1)? 
Mr. Dramonp. No, sir, and as a matter of fact it is redundant. 
Senator ANDERSON. It does not affect it in any way? 


Mr. Frexps. I believe our discussion of this was that it in no way 
amended it, but it would be helpful to have it in 261a (2) so that the 
entire amount of these cooperative programs were covered in 261a (2), 
including plant money if any were involved. 

Representative Honirrep. Now, I want to go back to this sentence 
which was left out of my old draft here, and although I know it is 
in another part of the old draft because we talked about this. I 
want to ask you this: “Process heat,” as we interpret it, would include 
space heat. Would you be willing to also put in there, “and also 
industry uses,” and I am thinking of the use of steam in the con- 
version of old newspapers, and rags, and other purposes which would 
not be space heat but which would be any type of industrial use. 

Mr. Freitps. We would say that was process heat, as I interpret it, 
very definitely. 

Representative Houirietp. That is the question I wanted to ask. 
You consider that process heat— 

Mr. Frexps. Process heat formally means heat for a process. Space 
heat means heat for a building like this. 

Representative Hoxtrrecp. I wanted to be sure I understood it. 

Mr. Friexips. With respect to section 58. I would like to make one 
further observation. 

In connection with the 45-day waiting period provided for therein, 
as well as the 45-day waiting period in the proposed authorization 
bill, it would be our understanding that the Joint Committee could, 
by resolution, waive the conditions of or all or any portion of that 
period even though the Congress was not in session. We hope that 
you would do so where delays in our program would otherwise result. 
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That is the extent of my statement on 261. 

Chairman DurHam. You have no objection to section 58; is that 
correct? 

Mr. Frexps. That is right, we do not. 

Senator ANDERSON. Does that finish all of the material in H. R. 
7992? 

Representative Hoxirretp. With the exception that section 111 
clarifies some of the intent, and I am wondering if the committee 
would want to go over that now. I definitely think it would help 
us in passage of H. R. 7992 when we take it to the floor, to be able 
to assure certain members that section 111 will be attached to the 
authorization bill. It is explanatory of H. R. 7992, and from a 
practical standpoint alone I bring this up. 

Chairman Duruam. If there is no objection, we will include it in 
the authorization bill as a part of the bill at the appropriate time. 

Representative Horirretp. Mr. Chairman, for practical reasons 
I ask that General Fields now read section 111 of the proposed 
authorization bill, and that we have some discussion for the legislative 
record on that section, which is attached to your statement. 

Chairman Durnam. General Fields, would you proceed? 

Mr. Frexps. If I may, and because of its relationship to the amend- 
ments to section 261, I would like to turn to the language of the 

roposed section 111 of the authorization bill, the form of which has 
boas the subject of discussion between our respective staffs in the 
event that section 261 were amended as proposed by your committee. 

As we have discussed from time to time, it would be our under- 
standing that the sum authorized to be appropriated for the coopera- 
tive ar rangements required to be authorized pursuant to your proposed 
section 261a (2) would be a lump-sum appropriation rather than a line 
authorization for each arrangement. ‘The committee report would 
point out your position on any of these arrangements, and I would 
suggest to the committee that if there are any particular projects 
which in its opinion should be deferred or deleted that this be done in 
the committee report. 

We would hope that the information which we will furnish at the 
authorization hearing before this committee on the first-round invita- 
tion to industry would be in sufficient detail so that the basis for 
particular arrangements which may be entered into at a later date 
would not require any further submission unless, of course, variations 
in the final arrangements would require a new submission under the 
criteria set out in the proposed section 111 of the authorization bill. 
It would be very helpful if your report on the authorization bill 
indicated this so that there will be no question on these arrangements. 

By the way, Mr. Chairman, I have provided to Mr. Ramey a three- 
page listing of the projects that I am talking about here. 

Mr. Ramey. That has been distributed to all of the members. 

(The document referred to is as follows:) 
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Tentative amounts for authorization under sec. 261a (2), Atomic Energy Act, 1954 


me es . Total authori- 
First-round invitation: ation (in 
Power Reactor Development Co.: Preconstruction research and ‘housands) 
development 
Consumers Public Power District 


Preconstruction research and development 1189165 
Unusual maintenance 1 2, 000 
Construction of reactor 224, 013 
(Waiver of fuel use charges) vo 5 325) 


Total, first round invitation: J 
(Waiver of fuel use charges) 


Second-round invitation: 
Rural Cooperative Power Association (Elk River) 


Preconstruction research and development 
Construction of reactor 


Preconstruction research and development 
Construction of reactor 


Preconstruction research and development 
Construction of reactor 34,010 
i (625) 


Chugach Electric Association 13, 580 


Preconstruction research and development 8, 080 
Construction of reactor moet 
a ee COeOn CUS WS oe ecm man menke = 


Post construction research and development and operating 
expenses 


3d-round invitation: 

Research and development. 

(Waiver of fuel use charges) ___- - -- (20, 00} 
Grand total authorization ‘ 819 
(Grand total waiver of fuel use charges) (23, 115) 
Grand total program (rounded) : 147, 000 

{ Represents AEC’s latest estimate of cost. 
2? Authorized Public Law 141, 84th Cong. 


8 Authorized Public Law 981, 84th C ong lotal previously authorized, $37,768 
*$750 of this amount authorized Public Law 981, 84th Cong. ( 
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Contracts under cooperative arrangements already signed and funded not included 
in proposed authorization 


$7, 980, 000 


5, 000, 000 
2, 980, 000 


Research development assistance 
Waiver of fuel charges 7, 845, 000 


Chugach Electric Association: Research and development assistance- 800, 000 


Total previously approved or obligated 16, 869, 000 
Division of Finance, Budget Analysis Branch, June 10, i957. 


Mr. Fretps. This listing illustrates what I am talking about here. 

I would like, however, to point out that, under the first and second 
round invitations which will be included in the amount requested for 
authorization, we have not included the amounts involved in the 
arrangement with the Yankee Atomic Power Co. since the contract 
has been signed and funds obligated for it. Excluded also from fund 
authorization would be the 1957 expenditures under the contract 
already signed with the Power Reactor Development Co., together 
with the projected amount covering the waiver of use charges for 
special nuclear material. However, funds required under this latter 
contract for the continued research and development in Commission 
laboratories beyond 1957 and up to the contract amount would be 
included in the amount requested for authorization. Also not included 
in our request for authorization for appropriations are the funds 
obligated in 1957 for a research contract with the Nuclear Develop- 
ment Corp. which is a preliminary to the arrangement with the 
Chugach Electric Association, Alaska. 

Those are listed on the last page of this three-page summary of 
funds. 

Representative Hoxirieip. At that point, Mr. Chairman, I want 
to say that when we look into the items authorized on the first and 
second rounds, which have been submitted to us, it will be my intention 
to also look into these 3 and to obtain justification for them on the 
basis that the record would be incomplete if we go ahead and authorize 
additional annual appropriations for these 3 without having first a 
justification of that which has already been expended or obligated. 

Chairman DurHam. You can do that at the time of the hearings 
on the authorization. 

Mr. Srrauss. That is agreeable, Mr. Chairman. 

Representative Hotirretp. That means that I am not accepting, 
per se, this position which you take, which to me indicates that it 
will not be necessary for you to justify the project, because in the 
justification of the project we must have that as a basis for any 
future annual appropriations. 

Mr. Srravuss. That thought in my mind was the reason I raised 
the question about an ex post facto aspect of this legislation earlier 
in the course of the hearing. 

Chairman Duruam. Certainly the authorization bill will be subject 
to amendment. 
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Representative Houirie.p. I recognize we are in the position where 
these are already in process, but at the same time that might be 
considered. 

Mr. Diamonp. It would be background material. 

Representative Hotirrerp. And we would want to consider the 
wisdom of the particular developments and the wisdom of future 
appropriations in regard to them. 

Chairman Duruam. You are right. 

Mr. Freips. As to the cooperative arrangements under the second 
round invitations, those proposals which are firm we would expect to 
submit to the committee in the program justification data. Others 
are still being negotiated. 

With respect to the third round invitation, proposals are still being 
received by the Commission. As to these latter two categories, we 
are not in a position at this time to set forth the individual cooperative 
arrangements which might be undertaken. However, when circum- 
stances permit we would submit to the Joint Committee the basis for 
each such arrangement which would prove acceptable under our second 
and third round invitations. The authorization of funds in this bill 
for such arrangements would permit us to move ahead after submis- 
sion to your committee. 

As I look at section 1lla of the proposed authorization bill I see 
that there is authorized to be appropriated a specified number of 
dollars for use in a program not to exceed a specified higher amount. 
It is my understanding that the first figure covers appropriations to be 
authorized, while the second amount would provide a total limitation 
on the payments and other consideration which can be made available 
under the program. The difference, as I understand it, between the 
appropriations authorized and the program total is represented, for 
example, by the estimated amounts involved by virtue of the waiving 
of use charges for special nuclear materials during the early years of 
reactor operation. The waiving of such charges represents a fore- 
going of the revenue which might otherwise accrue to the Government 
if the usual charge for the loan of such materials were made, but since 
these materials will have been previously produced, no new appro- 
priations for such production will be needed at the time of furnishing 
the materials to these companies. 

As another example of the way this would work, the ceiling on the 
program would include the full amount for all work done by us -and the 
amount involved in the waiving of charges, as well as the amounts 
obligated to cover payments under the cooperative program. On 
the other hand, the appropriations authorized would only be charged 
those amounts to be paid out by the Commission as a result of ‘the 
cooperative arrangements. 

By way of illustration, let us assume that we undertake to do 
research in one of our laboratories as part of the Government’s con- 
tribution to the cooperative program. In this case we would charge 
to the total program ceiling the full cost of our contribution, which 
would include, in addition to the waiver of use charges, the applicable 
depreciation cost and the 15 percent factor which we use in making 
available services to outsiders on a reimbursable basis. However, 
the appropriation would be charged only with the direct costs appli- 
cable to the arrangement which require payment of appropriated funds 
since we do not request appropriations from the Congress to cover 
depreciation and the factors covered by our surcharge. 
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Another case in point is where we might loan equipment as part of 
the cooperative arrangement. In such a case a use charge would be 
applied to the total program limitation but this would not be con- 
sidered as a charge to the appropriations authorized. There may be 
many variations of these arrangements but, as we understand the 
operation of the two amounts proposed to be authorized in section 
llla, only the direct costs of all arrangements will be charged to the 
appropriations authorized while those costs, plus all other costs, will 
be charged to the program limitation. 

Now I would like to turn to the second part of the proposed section 
111b and direct your attention to the second and third provisos thereof. 

You will note that the second proviso states that an arrangement 
shall be entered into in accordance with the program justification data 
submitted to the committee, while the third proviso states resubmis- 
sion of an arrangement need not be made to the Joint Committee 
for the sole reason that the estimated amount of payments and other 
consideration exc ane the amount estimated in the previous submission 
by not more than 15 percent. The second proviso would require 
adherence to the basis of the arrangement as submitted to the com- 
mittee, except as to the 15-percent leeway which I am about to 
discuss. 

Since all the features of the arrangements here under consideration 
have not yet been finalized, the question arises as to what are to be 
considered as deviations which would require a resubmission of the 
arrangement aud a running of the 45-day waiting period. We believe 
that normal modification in the design, a possible increase in the 
enrichment of the reactor, adjustment of the place of performance 
of work between Government and private facilities, or perhaps a 
slight change in the completion date of a particular reactor, would not 
re quire resubmission. 

The effect of the third proviso, Mr. Chairman, would appear to 
allow the Commission up to a 15 percent leeway in the amount of 
assistance which could be provided under such an arrangement, 
whether the total amount of such assistance stems from the original 
contract or a combination of the original contract and any amend- 
ments thereto, without the necessity of resubmitting the arrangement 
to your committee. 

Furthermore, we interpret this proviso to apply to the total assist- 
ance authorized under any particular arrangement covering all costs, 
including the waiver of use charges. 

In the short time available to us, I have tried to discuss in part 
some of the interpretations which we have placed upon the proposed 
language as well as some of the problems we can foresee in operating 
under the proposed legislation. However, I am certain that by 
working closely with vour committee these problems can be resolved in 
a mutually satisfactory manner, as they arise from time to time. 

I think Mr. Cole had raised a question. 

Representative Cote. Under H. R. 7992, the Commission will 
hereafter be required to obtain specific authorizations for cooperative 
programs for the development of specific reactors. How do you 
argue that you are complying with that requirement when as | under- 
stand under section 111 you are asking for lump-sum authorizations? 

Mr. Diamonp. When we refer to specific reactors here, what we 
are trying to do is identify the fact that there will be designated 
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reactors, and we are not trying to say they are designated right now. 
But they will be specific in the terms that you will be able to look to the 
particular reactor at a later date. 

Representative Cote. For instance, in your third-round invitation, 
you are seeking authorization for an expenditure of $30 million. 

Mr. Frexps. That is correct. 

Representative Cote. That will be spent under cooperative ar- 
rangement? 

Mr. Freips. Under cooperative arrangements, and it is a cooper- 
ative program. 

Representative Coir. Are you in a position to indicate the specific 
projects which total up to $30 million? 

Mr. Frexps. No, sir. 

Representative Cote. Then how are you complying with what we 
have just written into 7992? 

Mr. Fretps. We talked about the fact that there would be coopera- 
tive programs proposed for authorization where it might take a year 
or 2 years before they became specific arrangements. It was my 
understanding that this kind of program would be in the authorization 
bill as a lump sum, or as a one-line item for all such arrangements 
and programs, which would be described in such detail as we could at 
the time of the authorization request, and then later converted into 
specific arrangements as they became firm. 

Representative Coie. I am certain that if that procedure is fol- 
lowed, someone may very properly raise a point of order against this 
lump sum authorization such as the $30 million, since it is not justified 
and backed up by specific projects, the total of which is $30 million. 

Mr. Freitps. That amount just can’t be backed up by specific 
arrangements at this stage. The program itself has as its end objec- 
tive the development of and construction of specific reactors. It 
cannot be said at this time that it is for this type of reactor at this 
location. 

If we cannot proceed with a general authorization in advance of 
becoming specific, I do not believe we can proceed with this kind of 
demonstration project. 

Representative Hotirietp. I agree with General Fields on our 
understanding, and it was my thought that the words such as may 
be in section 2, line 6: 

Such as may be necessary to carry out cooperative programs with persons for 
the development and construction of specific reactors for the demonstration of 
their use— 
that the words “cooperative program” are the key to the lump sum. 
It was my further understanding that in view of the fact that you 
have in negotiation a number of these contracts which you are not 
as yet able to describe in detail as to the arrangements and describe 
to the committee the proportions of funds which will be applied to 
each, the lump sum would not be spent until such cooperative pro- 
grams had arrived at the stage where you could fulfill the requirement 
of coming to this committee on those projects the same as on projects 
which are already arrived at the stage where you can describe them 
specifically. 

Mr. Fretps. That is true, and that is the reason for the 45-day 
provision which was arrived at in this language. 
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Representative Van Zanpr. Are you not following the practice 
which the military already follows in the field of research and de- 
velopment? 

Mr. Fretps. I am not sure this procedure is exactly the process 
followed in the military; no, sir. 

Representative Van Zanpr. Do they not come in here and ask for 
money for an R. and D. project? 

Mr. Fiexps. I am not sure it is similar to this procedure. 

Senator AnpERsOoN. How do we answer Mr. Cole’s question? Is 
this not the very language which the chairman of the House Committee 
on Appropriations said he was going to make a point of order against? 
This calls for specific reactors, and the specific reactors which have not 
been named. Why can’t he make a point of order that this is an 
appropriation to a project that has not been authorized? 

Representative Prick. May I attempt to answer the Senator? I 
had a discussion with the chairman of the House Committee on 
Appropriations, and in listening to his presentation and discussing it 
with him, I think this language meets his objections. He insists on 
authorization for the program and justification of the line item by the 
committee. 

I agree with Mr. Holifield, that what we do here is set out the 
necessity of seeking authorizations for the programs. The specific 
reactors must be justified to us before the Appropriations Committee 
will go along with the request for appropriations. But this clearly 
states to carry out cooperative programs, and then it tells what the 
programs are. 

Representative Coir. I have no disagreement with the procedures 
you have worked out, and I think that is the only sensible way to do 
it, but by using that word “specific” in H. R. 7992, in line 8, you do 
provide a basis for a point of order to be raised against these lump- 
sum authorizations, to carry out cooperative programs. 

Mr. Diamonp. A better phrase perhaps would have been, “reactors 
to be specified by the Commission.” 

Representative Pricr. That is what your word ‘specific’ means 
there? 

Mr. Diamonp. Yes, that we would specify these reactors but at a 
later date. 

Representative CoLr. The time to clear it up is now and not wait 
until a point of order is raised. Why could you not just eliminate 
the word “‘specific’’? 

Mr. Diamonp. The trouble we had with the elimination of the word 
“specific”? was that we wanted to make sure that research programs 
that were directed toward the development and construction of re- 
actors generally would not come within the purview of 261. It was 
only the programs that involved the development and construction 
of a specific reactor, or reactor to be specified by the Commission 
that came within a cooperative program. 

Representative Price. Why could you not say that? Could you 
not say the construction of reactors specified by the Commission for 
the demonstration of their use? 

Mr. Diamonp. I think that would be appropriate. 

Representative Cote. That does not help it too much because then 
the question is raised, when must the Commission specify the reactors? 
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Mr. Srrauss. Would it be out of order to suggest that the language 
be amended to eliminate the word “specific,” because the rest of it 
indicates the purpose of the reactors, namely to say demonstration of 
their use in whole or part for the production of electric power, process 
heat or propulsion. With the dropping of that word there should be 
no question that this implied the ability of the Commission to identify 
a specific reactor at the time. 

Senator ANpreRsoN. If someone wants to move to strike out the 
word “specific,’’ you have my permission to count my vote in favor 
of it. 

Mr. Diamonp. I think we ought to eliminate the word “specific,”’ 
and remove all doubt here. 

Representative Van Zanpr. Having voted in the affirmative on the 
motion to report the bill out, I move that the committee reconsider 
the vote with the amendment. 

Senator ANDERSON. We can strike out the word “specific,’’ and 
report it out again. 

Chairman Duruam. Is there any objection to the motion? 

Senator Gore. Unfortunately I have been involved in something 
far more unpleasant than deliberation here, and I have not had an 
opportunity to participate. Upon reading it, I am not sure that 
its enactment will leave us in a position very different than that which 
we are in right now, and I think striking out the word “specific” will 
render the enactment of this bill almost innocuous. 

Therefore I could not vote to strike out the word “specific,” but 
I will not interpose any serious objection, since I have not had an op- 
portunity to be here today. 

Chairman Duruam. Senator Gore, we have been working on this 
now for almost 40 days trying to work out something here that would 
meet the objections. It has been a very difficult job. 

Of course, if there is no objection to the amendment, we will offer 
it as a committee amendment. 

Mr. Ramey. For the record I would like to make clear that this 
word “specific,” I believe, was put in by the Commission in the draft, 
in order to make the distinction as against the general research and 
development aspect that was not intended to require authorization. 

Chairman Duruam. Is there anything further to come before the 
committee? 

If not, we will adjourn. 

(Thereupon, at 4:30 p. m., the Joint Committee recessed, subject 
to the call of the Chair.) 


x 





ec 
emmeeem — — 





